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SSR MINISTER AGAIN WARNS AGAINST ECONOMIC CRIMES 
Bratislava PRAVDA in Slovak 15 Apr 83 p 1 


[Article by Stefan Lazar, SSR Minister of the Interior: "No Leniency for the 
Responsible Ones") 


[Text] For 9 years, 17 April in our calendar has been one of the memorable 
and important days. At that time, by decision of the CPCZ Central Comittee 
and the CSSR Government, National Security Corps [ZMB] Day was declared. 

We consider this decision to be a show of appreciation for the services and 
the progressive mission of the people's security apparatus in building, 
strengthening, and protecting socialiem in our country and for its part in 
safeguarding the peaceful life of the workers. 


From its inception, the ZMB, the basis of which was laid by the government of 
the National Front on 17 April 1945 in Kosice, has participated actively in 
the struggle for progress and for socialism. It always stood loyally at the 
side of our working class and working people, and has consistently implanted 
the policy of the CPCZ, and even in complex situations, as a whole, it 

has never deviated from the position of Marxism-Lenism, socialist ownership, 
and proletarian internationalisa. 


Even today, in spite of the successes that we have been achieving in the 
building of a developed socialist society, with a high level of satisfaction 
of the material and intellectual needs of the citizens, the mission of the 
ZMB to protect the socialist social system, the public order, and the safety 
of persons and property--has not been diminished. This is fully in 
conformity with the demand expressed by V. I. Lenin: "...what the people 
created must be protected secureiy." This demand is just as urgent today 

as in the years when we were building the foundations of socialism. for 
even today, conditions exist for both criminal activity and crime. 


True, our socialist society has sufficient strength to gradually eliminate 
antisocial activities and for its organs of authority to make increasingly 
better use of all legal means for the protection of the interests of the 
workers. The extent and structure of the development of crime during recent 
years proves that in practice, this is really so. The number of criminal 
acts and offenses has been basically "stabilized," and during the past 10 
years, not a single case of major disturbance of the public order took 








place in the SSR, and even with a constant increase in the number of 
vehicles on the highways, every year, we record fewer traffic accidents and 
consequences of traffic accidents on the highways. 


In spite of this, the criminal acts recorded and the initiatives and 
critical letters of workers addressed to party and state organs clearly 
state that there continue to be people among us who have not gotten into 
the habit of abiding by the laws and living according to the rules of 
socialist morality. This is a mandate for the members of the ZMB to bring 
to justice everyone who violates the legal order. 


Every honest working person can count on the protection, solicitude and 
care of the organs of authority of our state. At the same time, however, 
it has to be stated plainly that violation of the laws is incompatible 
with the socialist way of life. Therefore, we will suppress, without 
leniency, everything that prevents honest citizens from working creatively 
and living peacefully. This is the goal and the intent of the security 
policy of the CPCZ. Many party and state documents have become a permanent 
foundation for this. 





We do not hide the fact that economic criminal activity is giving us concern. 
Thus, the deeds that amorai and egoistic individuals use for enrichment 
without work are detrimental to society and to all of us. Sometimes, this 
is facilitated for them by the disorder, carelessness, and laxity in the 
execution of socialist ownership. It turns out that the responsibilities of 
management personnel is inevitably greater. We must never permit an 
inconsistent safeguarding of the economy, the violation of management and 
planning, and perfunctory control. It is these very deficiencies that lead 
to unjustified dealings with financial and material resources, and to 
pilferage and other damaging of socialist property. It is in sharp 
contrast to the mission of managers and the most damaging to society, when 
they themselves violate the law and misuse their positions to obtain various 
unjustified advantages, whether for themselves or for their organization. 
Various celebrations, expensive training or conferences in exclusive 
institutions, inappropriate gifts, prequisites, etc are impermissible. For 
everyone knows that they are being done on the tab of the state. Such 
management personnel give a poor example, lose the confidence of their 
subordinate and themselves weaken their own authority considerably. 


Neither does so-called back-scratching have any kind of justification, 
because in the final analysis, it leads to overlooking deficiencies, 
tolerating lack of order and insufficient control activity. Only a few 
economic crimes have been uncovered, perhaps because they were on the 
initiative of those who had been entrusted with the care of socialist 
property. For example, only 11 percent of criminal economic acts were 
uncovered at the initiative of economic and control organs of various 
types. Wot only is this a emall number, but it also attests to the fact 
that the duty to report acts against the law is being fulfilled 
insufficiently. Experience clearly shows that in those places where strict 
requirements prevail, where management is critical in its own work and in 
the work of the subordinates, good results are attained, order prevails, along 








with mitual concern and creativity, and the p*anned tasks are fulfilled. 
Doing the opposite is a roadbiock to our progress. Whoever does not wish 
to fight against it, whoever does not solve the tasks of the day success- 
fully, and whoever does not carry out the orders of the country and does 
not gi.e incentive by his example, does not have the right to stand at the 
head of a worker collective. 


An urgent problem that we all are currently being confronted with, is the 
strengthening of discipline as a whole, and within its framework, work 
discipline, technological discipline, and discipline of citizen's. For, 
lack of discipline causes material damages to our society that run into 

the millions annually. It distorts the consciousness of honest people most 
of all. Therefore, the ZMB is applying its hands toward the solution of this 
problem. Some of them are justified, but last year, ZNB members investigated 
133 unusual occurrences in Slovakia. Their most frequent causes were 
carelessness, inattentiveness, and gross violations of technological and 
labor discipline. Our national economy thus became poorer by about Kcs 150 
million. 


The workers of the SSR Ministry of Interior are aware of the danger of such a 
negative phenomenon as petty-bourgeous thinking. They are concentrating 
their main efforts in the struggle against its especially deleterious forms: 
bribery, corruption, pilferage. Social parasitism, and coverup. They do 
not even underestimate the philosophical basis and antisocial function of 
petty-bourgeois thinking in the practical orientation of the lives of 
individuals. This cannot be overlooked, especially in view of the fact 
that enemy ideological subversion targets in on individuals who are 
ideologically immature. It provides them examples of a consumer-oriented 
life style, cultivates egoiem and self-seeking, and turns them away from the 
creation of socialist social values. 


Success in the struggle against all forms of illegal and antisocial acts 
depends upon the degree to which the broadest strata of workers participate 
in it. It is not enough to dismiss negative phenomena verbaily, and only to 
speak of them ineffectively. This is not the proper stand for a citizen. 

It is necessary to do something, to condemn the evil, and to fight against 

it actively. It is necessary to expose and personally criticize everyone 

who exists parasitically off the results of the work of society. We 
appreciate and highly evaluate the activy of the members of the Public 
Security Auxiliary Guard, who conscieutiously, at the side of the ZNB members, 
defend the social values and interests of the workers. 


We are aware that one of the basic prerequisites for the further curbing 

of the crime rate is preventive-educational activity and raising the socialist 
legal awareness of citizens. For the goal of our criminal law is the 
reeducation of the culprit and not retaliation. Prevention and education, 
therefore, has priority, even in the activities of the security organs and 
the other organs of authority of the state. However, we are not under- 
estimating strict arrest, timely uncovering and just punishment of every 
culprit regardless of what his position is and whom he knows. Only a 





principled and legal approach will increase the awareness of the law and 
will strengthen the conviction that criminal activity will not be tolerated 
for anyone. Thus, we are bound to this by the resolutions of the 16th 

CPCZ Congress and the soral duty that stems from the revolutionary traditions 
of the socialist security apparatus. 


The party organs, organizations, and all communists have an irreplaceable 
place in the first line of the struggle for abiding by the laws and 
principles of socialist morality. Communists must literally become 
beacons guiding their fellow citizens toward the consistent fulfillment of 
legal norms, socialist ci:ic coexistence and commmnist ethics. They must 
also have complete support, mainly from the Revolutionary Trade Union 
Movement, and the Union of Socialist Youth. Only this way, jointly and 
unitedly, shall we fulfill the resolutions of the CPCZ Central Committee, 
the CPSL Central Committee and the SSR Government, on increasing the 
safeguarding of our economy and in the fight against all criminal activity. 


The CPCZ considers the strengthening of socialist legality and of social 
and work discipline to be one of the decisive directions for building a 
developed socialist society. The economic, social and cultural development 
of our society depends in msany ways upon the successful solution of this 
question. The members of the security organs are fully aware of this and 
will exert all of their resources to see that the laws are respected 
everywhere. They themselves will carry out the tasks of the security policy 
of the party in exemplary fashion, and in this way, they will be fulfilling 
the revolutionary behest of National Security Day. 











URGENCY IN PRODUCT INNOVATION, UPGRADING STRESSED 
Prague RUDE PRAVO in Czech 29 Apr 83 p 5 


{Interview with Eng Frantisek Kera, general director of The Store, by Eva 
Sedilkova: “Offering Only Quality Products: Moving more Quickly to Innovate 
and Modernize the Product Mix"; Date and Place not given] 


{Text} The product mix offered to customers at the sales outlets of The 
Manufactured Goods Store consists of more than 60,000 items. These are 
products that make our household tasks easier and contribute to the creation 
of a pleasant home. Products are offered for the gardener, along with 
cosmetics, drug and paper items, and sporting goods. And even though most 
of the goods are in the stores in adequate quantities, some lines still 
experience periods of temporarily short supplies. For this reason ve 
interviewed Eng Frantisek Kara, general director of The Manufactured Goods 
Store, to inquire as to the situation with the above lines of products in 
the near future. 


[Question] For which types of goods are you currently able to fully meet 
consumer demand, and what recent improvements have there been? 


{[Anewer] The most important sstter for us, and one that we sust resolve 
iamediately, is to be more prompt and flexible in the scheduling of 
deliveries to some stores from our wholesale warehouses of goods which are 
available. in addition to this however, we still have several wresolved 
problems concerning the volume of deliveries from the factory, as a result 
of which we are not able to offer a awix of products that corresponds to the 
wishes of our consumers. This is true in the case, for instance, of 
freesers, some types of refrigerators, color television sets, porcelain cups 
and plates, sewing machines, bicycles, and some sporting goods end mechanical 
toys. At the same time, deliveries of these and other types of goods are 
higher than they were last year and we are aseuming that this wil! be 
evident on the market. 


[Question] Ie the technical sophistication and quality of goods satisfac- 
tory? 


[Anewer] Since we sell tens of thousands of units of each of our 60,000 
products it is understandable that product quality is not always topnotch. 











possibility. It is nevertheless our desire that only completely faultless 
This askes for satisfaction 


that has been satisfactorily taken 
care of. A second sspect, in things are in a somewhat worse state, 
of 
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[Question] How can your store exert an influence on manufacturers to speed 
up innovatinnal processes? Can you cite examples of companies which are 
capable of and willing to mset your demands, as well as examples of those 
who continue to produce products in which your store has no interest? 


goods as possible, both from a tecnncial end a design viewpoint. We there- 
fore attempt to assist our suppliers by submitting to them proposals for 
specific products, making it possible for them to compare our products with 
state of the art foreign items, and we further participate in the speeding 
up of the innovational process by committing foreign currency resources to 
the purchase of motivational models for senufacturers. Results to date, 
however, have continued to be umesatisfactory. We would much rather offer 
firet-quality products with high use parameters. For instance, we are in our 
second year of criticizing the Strojemalt VHJ [Economic Production Unit] 
for their low pace of innovation for freezers and sutomatic washers. We 
do not yet have « emall, energy-conserving washer on the market, al though 
one has been promised. The Prelowc Tesla factory has, to be sure, begun 
the production of cassette tape recorders, but only of one type and in small 
quantities. Long-lived heads have not yet been introduced on reel-to-reel 
tape recorders. The radio receivers of Tesla Bratislava, which is a monopoly 
to the innovational program agreed 











as well. As in previous years, we can evaluate positively the approach to 
immovation taken at the Koh-I-Noor VHJ and et glass industry ViJs. 


[Question] Which products do you lack, and what is the ou-look for their 
supply? 


[Answer] As I have already mentioned, there is a higher demand for some 
lines of goods than we are able to meet. This, however, is changing very 
rapidly, so that it aay happen that in a very short time some goods now in 
short supply will again be widely available. So far there has been excees 
demand for portable televisions, “in-line” color televisions, freezers, 

refrigerators with a 250-liter capacity, dishes, sewing machines, bicycles 
and spare parts for thes. Also in short supply have been certain mali 

household items of wood and astal, and procelain place settings. in the 
area of tools, this was true also of circular saw blades, electric drills 
and some types of gardening tools, even though we have in the past taken a 
number of steps to sign contracts with the appropriasie suppliers. 


We are interested in fully satisfying consumer demand and we are, thervfore, 
continuing with the "We Are Looking for New Producers Project,” so that we 
can eliminate shortages of small household items. 


[Interviewer] Thank you for the intervie. 


9276 
CSO: 2400/257 








Pregue SVET BOSPODARSTVI in Czech 31 Mar 83 pp 1, 3 
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almost 38 percent of all trade between the two countries (and 56 percent of the 
trade in machinery products). They represent 39 percent of all Czechoslovak 
exports (more than 63 percent of its machinery exports), and 37 percent of 
total Hungarian exports (49 percent of machinery exports). Czechoslovakia 
exports to the MLR /People's Republic of Hungary/ a number of items, many of 
which are specialized or cooperative products, such as metal-cutting machine 
tools, lifting and transporting equipment, equipment for the food and communica- 
tions industries, wedical technology and equipment, bearings, tractors and 


agricultural equipment. 


- Of Czechoslovak exports, the most important for the Hungarian economy are 
consumer durable goods and items serving as raw materials or inputs. The most 
important of the Hungarian exports for the Czechoslovak economy are agricultural 
and foodstuff raw materials and products and light mamfactured goods. 


This mutually balanced trade structure and agreed upon amounts of exports and 
imports, the deficit balance of which is compensated for by a positive Czechoslovak 
balance in noncommercial payments, creates the necessary conditions for the 
further development of trade in goods and for equilibrium in the payments 
balances between the two countries. At the same time, the allocation of foreign 
currency resources for tourist travel in 1983 was set based on the actual amount 


of the preceding year. 


This economic cooperation between the CSSR and the MLR, based on a structurally 
balanced exchange of goods and equilibrium in the foreign-currency position, is 
assisting both countries to cope successfully with problems stemming from the 
difficult conditions and complexities of the domestic and foreign economic 
situation. Both countries have the needed preconditions for this, in both a 
bilateral and multilateral sense within the CEMA. In addition to the above- 
mentioned products, Czechoslovak exports also reflect ieportant contracts for 
the specialized and cooperative production and delivery of computers, trucks, 
semiconductors, packing tapes and heat-rolled tapes, organic dyes, plant 
protection compounds, mawfactured goods of rubber and plastic, and pharmaceutical 
products. Hungarian exports also include industrial armatures, axial-flow fans, 
computers, scales, aluminum milk pitchers, maleic anhydride, rubber and plastic 
products, wine and pharmaceuticals. 


In the area of multilateral cooperation, both countries have been actively 
participating in the construction of the Chmelnik nuclear power plant, the 
Chmelnik power plant-Rzeszow 750 kV electricity transmission line, the automated 
integral comprehensive communications system for the CEMA member countries for 
the transmission of all kinds of information, and in the construction of 
facilities and supplementary installations in the transportation field, e.g., 
the east-west and north-south rail lines and Rostock-Constance and Gdansk-Constance 
sections of highway. 


In the context of specialized and cooperative agreements, the CSSR is delivering 
energy-generation reactors to Hungary for VVER-440 units and the separators- 
superheaters of steam for these units, which are to be installed at the Paks 
nuclear power plant. Cooperation is evolving successfully in the production 
and delivery of roller bearings, energy-intensive and less energy-intensive 














chemical production, equipment for the processing of solid fuels, ores for 
ferrous and nonferrous metals, chemical raw materials for mining, mining 
equipment, equipment for the surface mining of ore-bearing and nonore-bearing 
useable minerals, and technical equipment for modern, high-productivity 


euger-processing plints. 


Scientific and technical cooperation is highly developed between the two 
countries. Scientific and research teams from the CSSR and the MLR, along with 
research and development personnel from other CEMA countries are working on 
problexe such as the construction and startup of MHD-500 electrical-gneeration 
units rmming on gaseous, liquid and solid fuel; techniques for the conversion 
of solar, chemical, wind, and geothermal energy to electrical, heat and mechnical 
energy; the improvement of techniques and equipment for the efficient processing 
of coal into liquid, gaseous, and more easily transported solid fuel; mastery 

of the production techniques for effective inhibitors to retard corrosion of 
equipment in the crude oil, gas production and petrochemical industries; the 
development of high-performance technical processes and equipment to obtain 
metal powders and products from them; the development and implementation of 
procedures for the industrial production of cattle with an optimal consumption 
of fodder concentrates; the development of the industrial production of milk; 

the development of a fodder base for livestock production; the development of 

the specialized and cooperative production of subassemblies and components for 
computer-controlled automatic handling equipment for various national economic 
sectors (industrial robots); the formation of resources for a unified electronics 


component base, etc. 


This year teams of experts from the ministries of foreign trade of both countries 
are continuing work on techniques, systems and the organization of cooperative 
efforts in third markets. In accordance with the action plan formulated last 
year, possibilities are being sought for cooperation in this area, particularly 
in connection with prepared objectives for the upcoming 5-year plan. These 
concern cooperation in the area of price, in the area of joint production and 
delivery primarily of turnkey capital projects, market research and development, 
etc. 7 


Economic cooperation between these countries is extensive and based not only on 
the exchange of goods but also on other, progressive factors. The potential 
for further development lies msinly within the CEMA, where both sides are very 
actively assisting in the resolution, on both a bilateral and multilateral 
basis, of the issues of the further development of their economies and of the 
economy of the entire community. 














ECONOMIC DEBATE INITIATED BY KYZLINK IN ITS THIRD MONTH 
Vejvoda Rejects Reformist Policies 


Prague HOSPODARSKE NOVINY in Czech 22 Apr 83 p 4 


{Article by Doc Jaroslav Vejvoda, DSc, Institute of Marz-Leninim of the 
Advanced School of Economics in Prague) 


{Text} In his article, "We Know the Objective-—-We 

Are Looking for Criteria,” (BOSPODARSKE HOVINY Ho 

ag: Doc Vladimir Kyzlink failed to put his finger 
on the main cause which continues to orient our economy, 

against our will, toward extensivemess and low 

efficiency: linkage of the dominant sphere of 

interest of enterprises, wages, to the indicator of 

the material volume of production. 


The direction in which we must retreat from the syste: 
of indicators is socialist production of goods, the 
value category. The point is, how can it be 
eccomplished. 


World-Market Price 


The question of how to objectively express effectiveness is answered by 
Doc Valdimir Kyzling's unequivocal statement that we have no other recourse 
but to determine it on the basis of developments on the world's markets. 
Thus, in essence, by the price on the world’s capitalist market. A price 
gqerated by the effects of the market mechanim among capitalist 
@iterprises resulting from the supply and demand relations among the. 
This fact cannot be avoided no matter how hard we try. Thus, to introduce 
into our economy in any manner the world-market price (i.e., the world's 
capitalist market price) means introducing into our country worldwide 
capitalist competitive relations, abolishing owmership by all people, 
installing capitalistic ownership and, with it, abolishing the planning 
system and installing competition. 








That is why we are still at the very outset in the solution of this problen 
and as long as we cling to this approach we will never progress beyond the 
outset. Under conditions of owership by all people, price cannot be formed 
by supply and demand. Since the world-market price is not formed by any 
other method, it has no place in our all-people's economy and value 
relations must be dealt with in an entirely different manner. Otherwise 

it —8 be only copying and quietly transferring capitalim into 

socialisn. 


We cannot afford to introduce the world-market price into our internal 
economy! That applies also to Doc Milos Cermak, who, in his article, 
“The Key Problem Is Price, HOSPODARSKE NOVINY No 13/1983, in inclined to 
subscribe to this concept of Doc Visdimir Kyzlink. Indications of the 
same can be found also in the contribution by Dr Jaroslaw Kratochvil, 
“Jump-off Point: Creation of Conditions," HOSPODARSKE NOVINY No 11/1983. 


Profit 


Let us state so right from the beginning: profit is a category on which 
price is not dependent, but, on the contrary, profit depends on price by 
being an objective component of its internal structure. Thus, price is 
mot formed on the basis of production costs plus profit, as we do in our 
country with the wholesale price (instead of making it thus into objective 
economic quantity we just pull a number out of a hat). Price is a 
materialized trade relation, meaning materialized supply and demand 
relation, but there is no place for such a relation in an all-people's 
economy--where in its stead is the relation of direct planning. And 

the latter is not conducive to price formation. Thus, we form (wholesale) 
prices under conditions that have nothing to do with price formation. 
This inevitably results in making these prices ad hoc in nature and 
subjective in concept. 


This is directly related to profit. Instead of having profit originate as 
an objectively conditioned difference between price and costs, price is 


gemerated in our country as a sum of costs and profit. 


What then constitutes the criterion for determining the amount of profit? 
Nothing! Our determination of profit in the wholesale price is purely 
subjective and that accounts for the existence of the huge "fan" of varying 
profit advantage. Those to whom this theory does not make adequate sense, 
necessarily keep surreptitiously looking to world prices, and we cannot 
even be surprised by it. 


What is the version of the official criterion for determining the amount of 
profit in wholesale prices? The criterion is the need of the replenisiment 
process (in essence investments) in an enterprise, sector or branch. That 
is the formulation used in all official materials (from textbooks to 
methodological instructions by price bureaus). Here, however, rational 
relations are stood on their head—after all, surplus value does not 

depend on accumulation, but accumulation (extent, structure) is dependent 
on surplus value. 








There is no way of tying enterprise wages to such price, nor to such a 
profit, because we would succeed only in introducing chaos into the 
economy. What are we then to do if ve want to abolish the linkage between 
wages and the output volume indicator, because this linkage is causing 

us demonstrably extensive harn? 


Production Costs 


As we have seem: within the framework of omership by all we cannot forms 
price as an objective economic category, because we cannot create therein 
a mechaniss of supply-and-demand relations without destroying owmership 
by all the people. For the same reason, we cannot create the profit 
category as an objective category, because it is dependent on objectivized 
price. Thus, we are forming it subjectively with the aid of a topsy-turvy 
“theory” regarding the relation between surplus value and accumulation. 
There remains the category of production costs, individual enterprise 
costs to be specific, as the last value category. 


Production costs belong among value categories the same as price and 
profit. Moreover, production costs constitute a fully objective category; 
we do not have to invent them, they are always given as an objective 

fact. But we need not rack our brains over it. In the framework of 
ownership by all the people, production costs constitute a value category 
under conditions that historically lead to a withering away of commodity 
prodection, when commodity production is by far less "full-valued” than 
it is under capitalia. | 


It is impossible to form profit and price in the objective sense under 
conditions of eollective ownership by the people, this must be regarded 
as an irrefutable fact. Production costs, moreover, form a category 
which fully includes in itself enterprise wages; these wages are, 
therefore, such more naturally tied to production costs than to any other 
indicator of output volume which must be made to incorporate wages 
artifically and mechanically from the outside. Linkage of wages to 
production costs is much more natural than linkage of wages to output. 


Linkage of wages to value is entirely logical, the same way that linkage 
of profit to price is logical under capitalim. It also makes it possible 
to bring into play the effects of the mechaniem of an enterprise's 
substantive involvement in promoting efficiency-—-it makes it possible 
to easily and logically combine increases in wages with reductions of 
production costs, when a part of the resources which were generated by 
reduction in costs is systematically applied to wage increases. That 
makes lowering of production costs a systematic process. The situation 
is the same in regard to improving the quality of products, which would 
bring about a price surcharge over the computed production costs, which 
also would be a source of wage increases. 
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However, as long as we dabble with incentive profit-sharing and with 
transposing the world-market price into our economy, we will constantly 
move in a closed circle of subjectively formed categories to which we 
will never be able to tie basic wages and, whether we like it or not, 

we will have to introduce the indicator of output volume along with then. 








Let us be aware of the basic fact: in the framework of collective owership 
by the people the categories of price and profit are a priori dead and 

the only category which is economically alive and to which it is possible 

to tie enterprise wages, is the production cost of an enterprise. Thus, 

if we speak of the necessity of abolishing the linkage between wages and 
indicators of output volume and replace it by linkage to khozraschet 
[cost-accounting system), it means replacing it by linkage to the production 
costs of the enterprise. That is the only remaining category, historically 
left over from commodity production which survives in the framework of 
collective omership by the people and, connected with it, the inevitability 
of planning. Thus, let us not add to it what is objectively and 
historically dead and which functions in the economy only as a lifeless 
administrative category. 


To avoid an eventual misunderstanding, let me add: I related all 
deliberations to the problem of wage control, i.e., use of an enter- 
prise’s incentive wage system. Supply-and-demand relations among enter- 
prises are another matter. Those could be implemented on the basis of 
uniform production costs, which could do as well without profit as they 
would with it and represent then today's wholesale prices--a matter of no 
consequence. But since enterprise wages would be controlled strictly on 
the basis of the enterprise's production costs, enterprises with increasing 
wages would be interested in reducing the former. 


Incorrect are the objections of some economists that transition to an 
individual level of production costs would at the same time mean providing 
the possibility for including in them say management failures. If wage 
increase fail to motivate enterprises to reduce production costs, then 
that shows that they do not care about reducing those costs, be they 
individual or societal. If, on the other hand, the wage increases will 
motivate the enterprises to reduce production costs, then they will reduce 
them, be they individual or societal. These are simply two entirely 
different matters. For some incomprehensible reasons they are confused 

to this day. Because given wages are always wages in a given enterprise, 
they always represent a part of its own production costs. Thus, if I want 
to achieve a transition from linkage of wages to the output volume 
indicator to their linkage to the khosraschet (value), it can only take 
the form of linkage of wages to the production costs of an enterprise. 












Matejke Refutation 


Prague HOSPODARSKE NOVINY in Czech 22 Apr 83 p 5 


[Article by Eng Jaromir Metejks, secretariat of the Gover-sental Committee 
for Matters of Planned Management of the National Eco.ca;’) 


[Text] The existence of socialist production relations changed the position 
of profit in the economy: instead of representing the ultimate goal of 
economic activity it acts in this context as a seans for expressing the 
‘development of surplus product, measuring efficiency, etc. Nevertheless, 
profit (like costs and prices) constitutes an inseparable aspect of a 
commodity, its essence. Failure to grasp this change in the essence and 
role of profit leads to two extremes in theory and practice: on 

the one hand, it leads to efforts to 
instruments as a market mechaenias end, on the other hand, totally 
rejecting any role for profit and prices in socialiom. Among the latter 
are, without a doubt, the opinions expressed in the article “Abolish 
Linkage of the Plan to Volume!" by Doc Jaroslav Vejvoda. Where do I see 


the weakest points of his concepts? 


I consider as a very serious shortcoming of the author's argumentation his 

statement that price is merely a market category and if there is no 

existence of a market under socislim, there is no existence of price--all 

we have left is own production costs. However, price is first of all a 
category of production: it originates as the result of a value-creating | 
end enhancing process in production. Under capitaliem it is then verified J 
and modified by the market. Under socialias it is planned ahead of tine, —* 
specifically with a view to not only the envisioned progress of the 

production process, but also to the expected requirements of consumers 

and, thus, also the resultant relation between supply and demand. 


The market has not lost its existence under socialiem, but it is studied 
and regulated in a planned manner to prevent it from acting in contradiction 
with the nature of production relations. Of course, we could think up 

for the process through which the act of purchase and sale takes place 
under socialiem a term other then market (since its essence is also 
different), but we cannot abolish it as a necessary phase of the process 

of economic renewal the same way we cannot simply abolish prices by sone 
legal administrative act. However, Doc Jaroslav Vejvoda does not even 
bother to explain how to get the produced commodities to the consumer 
without a market and without prices. 





Profit 


The argumentation about the nonexistence of prices and, thus, of the 
requisite social costs as their basis, logically includes the author's 
rejection of the profit category. Profit, and/or net income, can assume 
a varying form; in addition to the traditional concept of profit it can 
take the form of allocation for social security ineurance, sales tax. 

No matter how hard we try to refute the existence of profit, we cannot 
deny that even in commodity production under socialim there do and will 
continue to exist needs for expanded economic renewal and societal need 
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for health care, education, culture, defense, administration, etc., and 
that, ergo, there must also exist sources for meeting those needs and 
criteria for their distribution. 


Thus, every producer, particularly under socialiem, must seet through his 
sales not only the costs of material and wages, but also generate resources 
indispensable to expanded renewal of production assets as well as manpower 
(in direct proportion to the differentiated demands of production on those 
factors), as well as for additional social consumption. However, the 
author's explanation does not make clear what he would want to use for 
meeting those needs. Insofar as the requisite social costs and prices 
would not contain these components of income (and we would take into 
consideration only the total costs of production), we could never manage 
to find out, e.g., what costs were expended for products and services, 

how efficient production was, how is it to be distributed, etc. Economic 
activity would in this way lose its only and irreplaceable tool for measuring 
the consumption of labor and distribution according to performance and, 
thus, it would even fail to qualify as any economic activity. 


Erroneous is also the one-sided conclusion by Doc Jaroslav Vejvoda that 
accumulation depends on surplus product and not vice versa. The relation 
between accumulation and surplus product is two-sided--mutual. While it is 
true that society can accumulate in essence only insofar as it manages to 
create surplus product, the socialist economy in particular must plan and 
determine shead of time the extent and structure of production the same 
way as the measure of efficiency, so that everyone is faced with the 
necessity of creating the planned resources for the accumulation which is 
an objectively necessary source of expanded economic renewal. For that 
reason, the measure of efficiency or measure of profit cannot be just some 
ad hoc result on which potential accumulation is dependent, buc a purposely 
planned goal. And it is in this sense that the inverse relation also 
applies, i.e., that surplus product depends on objective needs for 
accumulation and on the givern level of social consumption, etc. 


System of Incentives 


What other arguments do I offer against Doc Jaroslav Vejvoda's proposal 
that motivation of economic organizations for substantive involvement be 
tied to lowering total production costs? 


1. Profit is the only and irreplaceable economic category which reflects 
the development of overall efficiency, i.e., lowering of expenditures for 
materials and wages as well as improvements in the utility value of 
production, its technical attributes, the measure of its valorization 
through exports, etc. Linkage of substantial involvement only to lowering 
of costs would seriously restfict interest in what we need the most, i.e., 
technological. progress and effective exports, as the effects of these 
facts are ref'lected in the development of costs only to a very limited 
degree, if at: all. 
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2. Orientation toward mere total production costs would, for all practical 
purposes, completely eliminate the khozraschet responsibility of economic 
organizations for renewal of production assets, i.e., socialist property, 
with which they were entrusted and which they are obliged to replenish to 


an expanded degree from surplus product-—-pro/it. 


3. Reliable regulation of substantial involvmement of economic organiza- 
tions through assigning a priority role to the criterion reflecting the 
lowering of total production costs could be technically realized only under 
the assumption that the central authority have at its disposal perfect and 
detailed calculations of costs for all products (otherwise all tasks 
included in the plan would also be, as the author says, merely “numbers 
out of a hat"). However, a much more serious consequence of such a 
concept is the utterly mistaken ides which is close to an allegation that 
the only initiative link in management of the economy can be only the 
central authorities, which seriously disregards the initiative of those 
who primarily decide the development of the level of costs, i.e., all 
personnel in the plant's managerial and administrative sphere. (The 
possibility for using the production-costs category for chaneling 
substantial involvement can be realistically applied on a larger scale 
only within VHT [economic production units] and within an enterprise, that 
being where these calculations are made and where measures are taken for 
their implementation.) 


World-Market Prices 


A discussion dealing with the topic price, profit, costs, efficiency, 
naturally could not avoid the very important and sensitive problem of 
foreign and world-market prices. The world-market price is an objective 
economic category which existe independently of our will and consciousness. 
The Czechoslovak economy must be able to adjust to it, not only in relation 
to socialist countries. The world-market price forms the basis for 
contractual prices used in mutual trade among CEMA countries. This has 
nothing to do with greater or lesser sympathy for world-market prices 
(which exist, with all their shortcomings, whether we like it or not), but 
it has everything to do with their function. 


It stands to reason that we sust reject mechanical projection of foreign 
or of world-market prices with all their adverse fluctuations, short-term 
or inflationary effects into our system of prices. That would undermine 
the planned character of our economy and in many a case it could confront 
us with the paradox of actually quoting our products at world-market prices 
without making a change in our internal costs. 


However, development of world-market prices is not determined only by the 
development of supply-and-demand relations, as Doc Jaroslav Vejvoda would 
have us believe. Long-term trends in the development of world-market 
prices and their relations reflect objective long-term trends in the 
developments of relations between productivity of labor and social costs 
for individual products, groups of products, sectors or branches. That is 
also the reason why these long-term trends in the development of world- 
market prices serves as the basis for setting of contractual prices in 


trade among CEMA countries. 
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Keeping cognizant of these trends (which is not as easy task) and respecting 
them in our economic development (an even more difficult task) is for us 
unavoidable. In the case of imports it means, among other things, that our 
economic organizations sust be capable of coping with developments in the 
level and relations of world-market prices, in their economic activity, 
weaning that they be capable of effectively valorizing the imported products 
through their activities. This can be done only on the b sis of the import 
price, which realistically expresses the actual costs tha. we sust expend 
from the long-term viewpoint on procurement of products abroad. 


In exports, it is inevitable that we turn out for it production which will 
enable us to be effectively recompensed for it at the world-market—foreign 
--price. In this respect we must endeavor to aske the utilitarian 
attributes of products, both their quality and the comprehensively expressed 
requisite social costs, comparable to the worldwide standard. These 
requirements cannot be set without systematic utilization of world-market 
prices. That does not mean, of course, that the world-sarket price should 
form the basis for setting of our domestic prices, or that it should be an 
exclusive basis. 


However, on the other hand, it is necessary that our internal costs not 
develop independently, but that they systematically respect such significant 
criteria as world-market prices. It calls for responsibly orienting 

toward meeting of those requirements all planning and the systes of 
incentives, the khozraschet and organizational structures, investments and 
state goal-oriented programs, regulation of wages and a system of bonuses 
(particularly for managerial persomel). If our efforts in this respect are 
not adequately systematic, we will lose one of the most important sethods 
for management of economic activities, i.e., the method of comparing our 
results with the top achievenats in the productivity of labor in socialist 
and capitalist countries; we will seriously restrict effective development 
of our participation in socialist economic integration; we will lose 
criteria for measuring the effectiveness of our trade with capitalist 
countries; we will endanger the equilibrium of our balance of payments 

and the possibility for using international division of labor as an 
intensification factor for the development of our economy and the standard 


of living of the working public. 


Thus, I cannot just smubly proclaim that the world-market price is the 
product of the capitalist market and of production relations based on 
exploitation and that we consequently need not take it seriously. On the 
contrary, there is nothing else for us to do but learn to cope with its 
effects as efficiently as possible by planning in order to achieve the 
highest possible productivity of labor and prove that the socialist systes 

of production and socialist society is superior to its capitalist equivalents. 
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Under the current conditions of labor development, electronics has become 
@ strategic factor for continued economic growth. For all practical 
purposes, there is not a single branch of the national economy where 
electronics would not find application; at the present even in our country 
it has been entering almost 80 percent of the industrial fields listed in 
the uniform classification. Thus, electronics has today become the 
motive power and « means for intensification of economic development. 

It is becoming a source for increasiag the productivity of labor, for 
reducing the cost of materials. Contributions of electronics to the 

, mational economy cannot be seen only in direct savings of all kinds and 
& only in the form of an improved valorization and recovery of means in 

‘ production processes, but mainly in the form of effects achieved through 
immovation processes, in edding a new quality, new procedures and higher 









wtility. 








‘CHIP’ POTENTIAL IN INDUSTRIAL USE DISCUSSED 
Prague BOSPODARSKE NOVINY in Czech 29 Apr 83 p 3 
[Article by Eng Rudolf Sorm, CSc, director, Tesle—Research Institute of 


Commmication Technology of A.&. Popov, Prague: 
Chip--What Are the Conditions for Development of Electronics”) 


economy is today decided not by quantitative production 
in conventional sectors of industry, but by the level 
of application of electronics. The veracity of this 
argument is subject to discussion, but it 

that Czechoslovak electronics has not kept up with its 
dynamic ascendancy in the world. There was 
decade's delay in research, development and production 
in this area that could result in potentiall 


of production. Nevertheless, we are st 
the persistent old problem of transferring the results 
of R&D into practice. 





"Efficiency Hidden In a 





These secondary effects of electronics represent a more significant 
contribution than its primary effects. It would be hard to express in 
figures the contributions electronics has made to management and control-- 
from simple automated control of simple mechanisms and/or elementary 
processes through complex control of large assemblies of economic entities 
up to social management at the highest level. Developmental prognoses 
show that under CSSR conditions a comprehensively managed electronizat ion 

bring a saving of over 300,000 workers by 
1990 up to 20 percent savings of electric energy and other effects in 

as for consumers (labor input, raw materials, 


It stands to reason that ing these theoretical possibilities into 
reality is a very complex process which must be participated in by 
practically all the branches of industrial production by their inputs, 
whose quantity need not be overly increased, but whose quality must 
undergo radical changes. However, through a goal-oriented management of 
the process and timely creating of conditions, it is possible to attain a 
state in which actual contributions will significantly approach the 
theoretical possibilities. 


Need for Cooperation 


In awareness of the significance of electronics to the Czechoslovak national 
economy, it is only natural thet this branch bears an increased responsibility 
for meeting its needs and for the technological progress that will mark 

its path. This fully justifies the question whether our R&D base is at all 
capable of keeping up with the rate of worldwide progress, monitor it, 

acquire the know-how, make contributions to it in some specific areas and, 
what is most important, apply it to the production process. 


In comparison with worldwide criteria, our production and R&D capacities 
constitute but a fraction. Compared to this state objectively given by 
the scope of the economy, the assortment of developed and manufactured 
products is disproportionately wide. There are many comparisons, but they 
are imprecise to a certain extent and, as such, they differ; yet they 
definitely show that we produce more than 60 percent «f the worldwide 
assortment of products. At the rates at which electremics is developing, 
technoeconomical demands on R&D and preparation of production are growing, 
we gust in the near future radically narrow down programs for further 
development of branches, intensify iaternational division of labor and 
specialize in developing those sectors which can make a contribution to 
international exchange. Only through open international exchange of the 
products of our electronics, particularly with the USSR and CEMA countries, 
can we meet the needs of our economy in the requisite range. 


It is a positive sign that reductions in the assortment of products and 
deeper specialization in both developmental and production programs have 
begun to be implemented in practice. An example can be specialization in 
computer technology, where we orient out efforts toward emall and sedius= 
computers, joint produ:tion of video tape recorders with the USSR now under 





preperation, or specialization in the development and productionof 8-bit 
single-chip microcomputers in the CSSR. The current state of scientific 
knowledge and tecimical know-how based on new principles serving as a 
basis for dealing with problems of technical progress offer additional 
possibilities to meet the necessity for deeper specialization. 


Results of Development 


Microelectronics is today undergoing the most tempestuous development in 
the field of electronics and thus constitutes one of its key innovative 
orientations. Efforts at siniaturizsation of electric circuits ultinastely 
led to integrated circuits on silicon with a high degree of integration— 
50,000 to 100,000 elements yer chip in production and over a million in 
the laboratory. Czechoslovak technical progress and production succeeded 
to the point that microprocessors and peripheral circuits for them are 
already available. As of 1964, it will be possible to start meeting 
initial demand for single-chip sicrocomputers from pilot production. 


Ic microelectronics, in addition to increasing the density of integration, 
an important fector is accelerating logic function to the point where it 
really operaies in real time and with a low level of background noise. In 
- this context, it is turning out that the still generally end successfully 
used silicon for integrated circuits is, because of its physical properties, 
not up to par to meet the new demanding tasks. These demands are met by a 
gtoup of compound semiconductors of the chemical type AIIIBY, the 
representative of which today is gallium arsenide (GaAs) and galliu= 
phosphide (GaP). Discrete microwave elesents from gallium arsenide, such 
as Guun's, avalanch, Schottky'’s and PIK diodes have already been developed 
and produced in our institute. Integrated circuits based on galliu 
arsenide are under preparation in laboratories in our institute, at the 
School of Electrotechnical Engineering of the SVST [Slovak Technological 
College) in Bratislava, in part also at facilities of the SAV [Slovak 


Acadeny of Sciences). 


Csechoslovak electronics has the technical capability to develop in this 
respect, to include the initial materials. However, it is necessary to 
develop at an accelerated rate the conditions for development of pilot 
end serial production. We are currently for many countries a partner in 
whom they show interest, and the demand for these products is considerable. 
Nevertheless, we must soon decide where we will assume obligetions for 
supplying such products end will specialize in the given field. 





Optoelectronics opened up a new chapter in the history of communications 
techn. viogy. Use of light-guiding fibers instead of metal conductors 
offers many advantages for producers and users alike. Transmission of 
data and measuring signals in the industrial environment offers full 
resistance against all types of electromagnetic interference. In trans- 
mission of telephone calls or television images, a great advantage is 
offered by the enormous transmission capacity of optical instrumentation, 
the considerable distance which can be spanned and significant savings of 











installation costs. Other advantages offered by light-guidance systems 
are resistance against tapping, sparking and short-circuiting and a 
substantially lower voiume and weight. An important economic advantage 
is saving of raw materials, particularly copper; a kilometer of 8-strand 
optical fiber cable weighing approximately 150 kg can replace up to 25 
tons of copper used in low-frequency telecommunication cables. 


Development of means for optoelectronic transmission of information, 
controlled by the state plan on the basis of accomplished researcy, vas 
launched in the CSSR in 1980. The objective to be accomplished in the 

first stage till 1985 is to introduce production of optoelectronic systems 
for transmission of digital signals at speeds up to 10 Mbit/s [megabits 

per second], to include their components for computer, automation, contrui 
and measuring technology. In the second stage till 1987, the objective 

is to implement videband systems for Czechsolovak Telecommunications and for 
other related applications. Components ficilitating direct control of 
optical signals and modules for branched-cut optoelectronic telecommunication 
networks wili be introducing into production in the latter half of the 
Eighty 5-Year Plan. 


Production of the basic e.ement of the system, gales fibers, uses domestic 
raw materials, some of which were even considered scrap in the past. The 
only remaining problem is to solve certain operations attendant to 
processijg of frit. Introduction into production does not call in any 

case for excessively high <nvestments, but they must be made in the shortest 
time possible if Czechoslovak electronics is to keep pace with the world. 


Digital processing of signals introduces a significant qualitative change 
into communications technology. Today it is often compared to the 
revolutionary development brought about by transistorization or the origin 
of microprocessors. It mskes it possible to deal very economically with 
processing image and acoustic signals, their transmission, storage, sorting 
and synthetic generation. Its use offers unprecedented possibilities in 
ail areas of endeavor that use image or audio information. Digital 
communication systems (telephony, radar warning and scanning networks, 
transmission of various digital data in the industry, facsimile, teletype, 
digital television), can serve as examples. 


R&D efforts accomplished in this new field showed in particular the 
feasibility of digital processing of images for digital television, 
gultichannel audio accompainment for television, analysis and synthesis 

of speech for communication with a computer as well as scanning and 
identification of an image for use in cobotizati-om of production processes. 
Preparations for production in this new field have not commenced as yet. 


Experiences From Abroad 


Ite would certainly be possible to cite additional exa»y,.es of fields in 


which technical progress is showing its positive results and proves that 
the Crechoslovak R&D base has the capability to keep up with the dynamic 








development that electronics is undergoing worldwide. Thus, the basic 
problem is not constituted by the capability for technological progress, 
but by suitable selection and expedient implementation of R&D findings in 
actual production and, further, in creating conditios for opt 
utilization of electronics by users. Specific progress of the innovation 
cycle in high-frequency electronics requires that potential goals in the 
development of production already have their basis in scientific research 
projects. Otherwise there can occur serious losses, even though the 
requisite scientifically and technologically feasible solutions and results 
may be attained. Any delay or time lag in electronics translates into 
losses due, on the one hand, to lagging of technological features behind 
the world standard and, on the other hand, due to losses caused by price 


development. 


The accelerated rate of scientific and tecimological progress in 
electronics, achieved at the cost of demanding and expensive R&D efforts 
and equally expsneive equipment for production, leads to an accelerated 
rate at which usable teclmological equipment becomes obsolescent. Of 
equal importance is, therefore, the requirement that solution of R&D 

tasks progress hand in hand with development of the technology for 
production processes. It is the development of the latter that constitutes 
the weak link in our industry. It is also adversely affected by fragmenta- 
tion of production programs, which does not provide for economically 
optimal dimensioning of production series. Selection of technology for 

a given productiou process is to an ever-increasing degree tied to the 
volume of production. That is another of the many arguments that point 

out the necessity for a more systematic inplementation of the international 
division of production programs in electronics. 


Finding a solution to systematic interlinkage of R&D with production 
programs is one of the most important problems at the present. In 
electronic it could then become the key to a radical improvement in economic 
results. Technological progress is not capable of dealing with this 
problem by itself, the solution must be participated in primarily by 
management at all levels, organizational linkage must be adjusted to the 
given needs and the requisite conditions must be created in production 


for ascendance of new technology. 
Closer Contact With Practice Needed 


Many countries have managed to solve such a process. For example, in the 
Soviet Union there is today not a single R&D center which does not have 

its own production backup sphere in which it can directly apply the results 
of technological progress. However, in our country the major part of the 
centrally controlled R&D still works under conditions where it sust wait 

to see whether production will be willing to implement the achieved 
results. Central authorities have already issued guidelines that make it 
possible to proceed with the requisite reorganization. 
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The new organizational linkage of science to production in the USSR should 
serve us as an example. We can use Soviet experience in establishing, 
e.g-, interdisciplinary research institutes which integrate scientific 
research, planning, design and technological units with experimental 
production. Another example is the scientific production association 
forming a uniform complex which, on the basis of organizing the full 
science-production cycle, engages in devising new technology. Froduction 
asscciations (combines and large enterprises which in their organizational 
structure resemble our concerns); the research base is their permanent 


component. Among other forms iuteresting to us are specialized associations 


engaging in introduction of new technology and scientific and technological 
complexes at institutions of higher learning. 


Czechoslovak electronics, as a branch which in the coming years must 
develop most dynamically and with the highest degree of innovative changes, 
should draw on those experierces as much as possible for its own 
technological development. New organizational forms create the basic 
prerequisite for a certain capacitative proportionality between R&D and 
experimental production as well as for jurisdiction and responsibility 
for technological development as a whole. However, to insure full 
effectiveness, there is also need for establishing a system of planning 
instruments, prices, remunerations as well as rules for assessment of 
the attained results. Experience in this area must already be on hand 
in the USSR and its modification to our condition should not be overly 


complicated. 


Understandably, there are also other factors which affect the results of 
technological progress, which in turn affect the performance of research 
elements that positively motivate creative collectives. It would be 
desirable to devote particular attention to those factors which are not 
sufficiently effective in the required, i.e., accelerating direction. 
These involve mainly assessment of the results achieved by R&D institutes 
and directly controlled organizations, derived primarily from production 
indicators which only in a small part, if at all, express the true 
results of technological development, and the administratively complex 
technique of planning, financing and remuneration throughout the R&D 
sphere is also of limited use in practice. The plan of investment 
construction, which in most cases is not aligned with the needs for 
dealing with or implementing tasks of technical development, quite 
understandably also wields its own effects. Even under conditions of 
striving for maximum economy, there should occur in electronics cases in 
which terms for the ascendancy of new technology are excessively or 
unnecessarily prolonged because of gross discrepancies between the plan 
of technological development and the plan of investments, or because of 
a failure to obtain the requisite priorities during incorporation of 
projects into the plan. 














Development of electronics and its incorporation into products, production 
processes and other applications in the most varied spheres of the 
national economy is a process which in the coming years will greatly 
increase demands on the quality and viability of the long-term outlook 
in management, as well as on the conceptual orientation and quality of 
central planning. If we are to implement fully and with the requisite 
depth the resolutions of the 16th CPCZ Congress which call for transition 
toward intensification of our economy, and if we are to make electronics 
play the role of an important instrument, then science and technology 
must be provided with adequate room for application. Work habits and 
organizational and administrative barriers must give way to the long-term 
and definitely demanding requirements for continued development. R&D 
provide for our electronics a sufficiently strong technological backup 

to enable it to attain such an objective. 
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Bratislava EXONOMIKA POLMONOSPODARSTVA in Czech No 4, 83 pp 184-186 


{Article by V.8.: “Unified Socialist Pledge to Increase Sugar Beet and 
Sugar Production in the CSR") 


(Text) As stated in the preceding issue of our publication, the Czech 
Committee of the Cooperative Parmers Association with 15 other organizations 
research ®, agricultural services and colleges adopted 
_@s their goal higher production of sugar beets and sugar in the CSR. Their 
joint programe are focused on achieving per hectare yields of 8-9 tons of 











rapid introduction of advanced technologies and achievements 


research. The participating organizations will concentrate at 
18 selected sugar beet cultivating 


It will act as coordinator for the participating partners and, according to 
the need, will convoke working conferences of the representatives of 
organisations participeting in the fulfi: iment of the unified pledge and of 
representativaus of the JZD authorised to manage comprehensive rationaliza- 
teams. The consultations will assess partial results and deternine 

et the adopted 


procedures to meet goal. 


the oes [district agricultural administration] last 

selected JZD with the objective and substance 
unified socialist pledge and specifically, each cooperative with 

the obligations of individual orgenizat in terms of that pledge, and 

of tasks stemming from it for the JZD. It 

@ organization of the KKB [comprehensive efficiency 




















brigades] and on the basis of an analysis of the current situation it set 
up programs for the teams sined at higher production of sugar beets and 
higher sugar contents before the end of 1985, and at adopting specific 
deadlines for all KRB members in order to implement the 
adopted measures. 


It renders continuous assistance to individual agricultural cooperatives in 
promoting initiative in work groups so as to fulfill the tasks and pledges 
adopted to achieve the set goal. Together with the OZS and UVSH [Institute 
for the Application of Science in Agriculture], it helped popularize 
exemplary achievements in production and labor and introduce them promptly 
into general practice. With the 0OZS, it organizes ections necessary to 
upgrade the qualification of the members of cooperatives, of the leaders 
and members of the KRB participating in sugar beet production. 


Sugar Industry Syndicate in Prague 


Ite has assumed the continuous task of coordinating project manager for the 
implementation of the proposed material and technological programs for sugar 
beet production in selected agricultural organizations aimed at preparing 
the groundwork for equipping those enterprises with appropriate means of 
production in cooperation of the general administration of Oseva, ZZN 
(Agricultural Supply and Procurement] and Agrozet. 


Its specialists help organize annual postharvest processing and assess and 
popularize the achievements of the 18 selected agricultural organizations. 
In local conditions, it will develop supplier-consumer relations in the form 
of long-term economic agreements of an integrational type and within it, 
advanced methods of beet procurement and handling. 


With the aid of the scientific research base of the Sugar Industry in 
Prague and in cooperation with the Beet Research and Improvement Institute 
in Semcice and other research institutes it processes prior to 30 September 
each year for selected agricultural organizations methodological procedures 
based on research of comprehensive agrotechnology and advanced technologies 
for the production of polarized sugar in the field, including the principles 
of scientific management of sugar beet fertilization based on agrochenical 
soil analyses. 


It supervises a total of 27 experts of syndicate enterprises who are actively 
cooperating in all selected agricultural organizations as members of KBB. 


Oseva, General Administration in Prague 


It enables the experts of its scientific research, development and improve- 
ment base to participate actively in the KRB organized in agricultural 
enterprises of the Seed-Producing State Farm in Bezno, JZD in Charvatce, 
JZD in Peruc, JZD in Morkovice, JZD in Dolany, JZD in Ivanovice in Hana, JZD 


in Troubka, and JZD in Kraliky. 











With the aid of the VSUR [Experimental Station of the Institute of 
Agriculture] in Semcice and in cooperation with the VVZ CP [Research and 
Development Base of the Sugar Industry] and other research institutes it 
prepares for 18 selected agricultural enterprises methodological procedures 
of comprehensive agrotechnology and advanced technologies for the production 
of maximum per hectare yields of polarized sugar, including recommendations 
for fertilization on the basis of agrochemical soil analyses. 


It supplies seeds of selected Czechoslovak single-sprouting hybrid sugar 
beets and in agreement with the MZVz CSR [CSR Ministry of Agriculture and 
Food], of other single-sprouting hybrids, and participates in the processing 
of the results and in their dissemination. Its experts take part in 
instruction and training courses before the most important stages of 

operat ion. 


Machine and Tractor Stations and Agricultural Machinery Repair Shops, 
General Administration in Prague-Vinor 


In order to reach the subtopsoil strata in farmland designated for sugar 
beet cultivation, they will manufacture and deliver deep-plowing soil 
cultivators to 18 selected agricultural enterprises on a priority basis 
according to demand. Under the assumption that the KS 6-B harvesters made 
in the STS [machine tractor station] in Horice in cooperation with the 
Agrostroj national enterprise in Jicin and with the Research Institute for 
Agricultural Machinery [VUZS] in Prague may be successfully remodeled, it 
will overhaul those machines according to requirements on a priority basis 
for 18 selected sugar beet cultivating enterprises before the 1983 harvest. 
The purpose of the overhaul is to cut substantially the losses of sugar 
beets caused by shallow plowing and to reduce the amount of undesirable 
foreign substances. 


A permanent task of the STS enterprises and repair shops in the districts 
is to cooperate closely in repair and adjustment of sugar beet harvesters 
made by self-help in 18 selected agricultural enterprises producing sugar 
beets. 


During the harvest they will see to it that the foremen too] setters in 
individual enterprises of the STS and repair shops pay more attention to 
technical conditions of the harvesting technology in selected agricultural 


enterprises. 


District STS and agricultural machinery repair shops each have one employee 
who is continuously engaged in appropriate comprehensive rationalization 


teams. 
Institute for Scientific Management System in Prague 


Its task is to participate in communicating the results of research to 18 
selected agricultural enterprises and furthermore, in translating the 

- achievements and information obtained there into general practice and in 
organizing for that purpose Days of New Technology, training courses, 
excursions, instruction programs, etc. 
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Czechoslovak Agricultural Academy 


It pledged to verify in the first 6 months of the current year the 

efficiency of crop production with a focus on the branch of sugar beet 
cultivation in 17 selected JZD by analyzing the relations between the 
situation of the agricultural system and the results achieved in the branch 
production in each of those enterprises for the 1972-1982 period. At the 
same time it will annually assess the efficiency of the measures applied in 
selected cooperatives with the objective of increasing the production of 


sugar beets. 
Research Institute for Agricultural Economics, Prague 


As a groundwork for the planning of the production it will evaluate before 
the end of this year agroecological conditions in 18 selected agricultural 
enterprises and propose the optimum structure of crop and livestock 
production according to specific conditions of production. 


Research Institute for Crop Production in Prague-Ruzyne 


It cooperates in the preparation of methodological instructions for 
agrotechnology, nutrition and protection of sugar beets. Its six experts 
are active members of the KRB participating in six JZD in introducing 
technology that guarantees the achievement of the adopted goal. 


Research Institute for Agricultural Technology in Prague-Repy 


Prior to 31 January of each year it will draft a proposal for the optimum 
system of machinery for the recommended technology and in selected agri- 
cultural enterprises verify the convenience of machinery developed within 
the approved system of agricultural technology for the cultivation and 
harvesting of sugar beets. It will sulmit the resultant data to the 
General Directorate of the Sugar Industry for application in other agri- 


cultural enterprises. 


During the spring and autumn it will take part in special lectures and 
instruction courses on the assembly and adjustment of machinery for sugar 


beet cultivation, harvesting and transport so as to reduce losses and 
rationalize transport. 


Research Institute for Agricultural Machinery in Prague-Chodov 


It will test in the JZD in Charvatce and in the Seed-Producing State Farm 
in Bezno the convenience of the machinery developed for the cultivation 
and harvesting of sugar beets and sulmit the obtained data every year to 
the General Directorate of the Sugar Industry for application in other 
agricultural enterprises. Moreover, it will participate in special lectures 
and courses on the assembly and adaptation of machinery for the cultivation 
and harvesting of sugar beets in order to cut the losses to an absolute 


ainisun. 











State Testing Institute for Agricultural and Forestry Machinery in Prague- 
Repy 


It will participate on a regular basis in special lectures and courses on 
correct adaptation of machinery for sugar beet cultivation and harvesting 
organized by the UVSH, the Czech Committee of the SDR [Union of Cooperative 
Farmers) or other -rganizations in some of the selected agricultural 
enterprises. In cooperation with the Geeral Directorate of the Sugar 
Industry in Prague and with the Czech Committee of the SDR in Prague it 
will organize in some of the selected agricultural enterprises prior to 
October each year courses on sugar beet harvesting operations with sini=um 


With the General Directorate of the Sugar Industry in Prague, it will 
prepare before the end of the first |) months of the current year 
methodological instructions for dete:mining the extent of losses sustained 
during the harvest operations. 


Agricultural College in Prague 


It systematically cooperates in the preparation of methodological instructions 
for comprehensive agrotechnology and advanced technology for the production 
of polarized sugar. Its five experts are active participants in compre- 
hensive rationalization teams in three selected JZD introducing technology 
for the cultivation of sugar beets that guarantees the achievement of the 


set goal. 
Agricultural College in Brno 


It continuously cooperates in the drafting of methodological instructions 
for comprehensive agrotechnology and advanced technology for the production 
of polarized sugar. One of its experts is actively involved in the KRB 

in the JZD of Ivanovice, introducing technology for the production of sugar 
beets that guarantees the achievements of the adopted goal. 


Institute for Retional Management and Labor in Prague-Repy 


It processes the forms of enterprise subdivision management and efficient 
systen 6 personal incentives to upgrade the quality of operations and 
achievements in sugar beet production in two selected JZD. Following 
tests in the JZD in Morkovice and Ivanovice it will stipulate the 
recommended methodology for the remaining 16 selected agricultural enter- 
prises. 


Central Agricultural Control and Testing Institute in Prague 


It pledged to monitor within appointed deadlines during the period of 
vegetation the incidence of diseases and vermin and to recommend appropriate 
methods of protection against them. Purthermore, it recommends the structure 
of hybrids. In cooperation with the experts from appropriate JZD it 
organizes sampling of soil from tracts of land designated for the cultivation 
of sugar beets, and guarantees and analyses and their application. 











Agrostroj National Enterprise in Jicin 


It provides experts for the testing of machinery designed for the cultivation 
and harvesting of sugar beets in the JZD in Kamenne Zherovice end in the | 


Parm for Improved Cultivaticr in Besno. 


teams which are dealing with problems in the development of the production 
of sugar beets and sugar in appropriate emterprises. 


According to the need, appropriate comprehensive rationalization tems will 
assess the efficiency of that cooperation and the achievements several tines 


during the year and at least once a year at the meeting of authorized 
representatives of all organizations that have adopted the unified pledge. 


Insofar as it may be necessary to resolve some more complex problems, which 
is to be expected, the Czech Committees of the SDR is ready to coordinate 
the work of all participating organizations, and if need be, secure the 
assistance of other institutions in close cooperation with appropriate 
departments of the MZVz CSR. 
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MW TYPES OF ENTREPREMEURSAIP, DEVELOPMENT 
Budapest FIGYELO in Bungerian 5 May 83 pp il, 4 


(Report on the conference “The Tasks of the New Organizational Forms and Ex- 
perience With Their Operatich*] 


{Text} On 6 and 7 May, the National Management Training 
Center, in cooperation with many other institutions, will 
hold a conference entitled “The Tasks of the New Organiza- 


3 that alvays a different system of organization becomes 
necessary in the course of the development of economic policy and, within it, 


At the same time, economic policy is able to breathe life even into legal organ- 
igational forms that we seemingly inherited as museum pieces, or it can condemn 
to death also legally valid organisational forms. The organizations’ internal 











development noticeably reacts on the government's concepts and legislative pro- 
posals regarding organizational development, because harmony or disharmony {loss 
of touch) between econosic policy and system of institutions meaningfully influ- 
ences the economy's development. The following is likewise worth noting: through- 
35-year history of our planned economy the organizational restrictions 
have always been strong and more authoritative than the other aspects of economic 
activity, and in most instances they followed with delay the requirements of eco- 


nomic policy. 


It is favorable for the organizations’ development if the declared organizational 
forms are sufficiently flexible for internal development and change of form, i.e., 
if self-motion is able to proceed ankidst diversified organizational forms. 


Continuity and evolution are the rule in the development of organizational forms, 
discounting great historical reversals of fortune. (Incidentally, traditions 
cannot be disregarded, not even at the time of great reversals.) The organiza- 
tions’ basic forms developed more or less under commodity-producing economies, 
and their partial renewal is in progress. WNaturally, there are considerable dif- 
ferences among the various modern social systems in terms of the organizational 
forms’ internal content and sphere of application. 


This is true in a dual sense. On the one hand, in relation to the sociceconomic 
form: while the capitalist corporation is the framework for capital appreci- 
ation, the socialist enterprise is the basic unit of social production. On the 
other hand, while the external form remains unchanged, the substantive details 
are becoming richer and more varied. 


A good example in our country is the organization of the agricultural production 
cooperatives. Their form has remained essentially unchanged since 1951, but its 
content--the members’ rights, the internal system of profit and loss accounting, 
etc.--has changed significant:;. Something similar can be observed also in the 
case of state enterprises: for example, their form has remained essentially un- 
changed, but their operation has developed considerably since the 1968 economic 


reform. 


However, the exercise of the right to dispose of the social capital functioning 
within socialist organizations of different formations is varied and undergoing 


change. Development under our conditions is tending toward the broadening of 
democratic elements, as opposed to administrative methods. 


Better Competitive Conditions 


In the development of organizations there are no solutions that are certified 
and regarded as true in advance. What are the developmental directions that may 
find combined and specific application? 


One direction is termination of the artificial separation of the economic pro- 
cesses (research and development, allocation of the means of production, produc- 
tion, and domestic and foreign trade), to make possible the complexity of activ- 
ities in response to market stimuli. This does not mean the centralization of 
functions into a single large organization; instead, under decentralization that 
offers better conditions for competition, the various forms of cooperation are 
used on the basis of incentives to develop an effective process of innovation. 
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Development of the internal system of incentives and system of organization is 
likewise important. One solution, for example, is the establishment of a man- 
agement committee, which is a result of, and also a prerequisite for, a better 
internal system of incentives and decision-making mechanism. A large enterprise 
consisting of a string of subsidiaries is likewise imaginable, which already 
points from internal organizational change to the formation of a separate organ- 
ization. 


Efficient management of society's property under the present conditions requires 
encouragement of the flow of social capital, the employment of organizational 
forms whose specific function is that they are able to direct capital to the 
more efficient investment opportunities and organizations. Such organizations 
are always innovation-oriented. 


Role of Small Enterprises 


Although in many respects small businesses are nothing new, few economic-policy 
measures have caused such a stir in public opinion. Household plots as well as 
private artisans and private merchants, which by their nature may also be includ- 
ed her.;, have become integral parts of our economy earlier. However, interest 
has multiplied because, on the one hand, some of the new forms do not compel an 
entrepreneur to terminate his employment in the socialist sector; and on the 
other hand, new forms of collectivity can be developed, and there is much wider 
room for intellectual activities than before. 


The purpose of the new regulations governing small businesses is primarily to 
utilize more efficiently the available factors of production and to better sup- 


ply the population's needs. 


The enactment of these regulations has been strongly infl~enced by the realiza- 
tion that the economy's organization is overcentralized, whic’: has triggered a 
demand not only for decentralization but also for new organizational forms. It 
likewise became clear that the role of an organization is determined not by its 
size alone, but also by its scope of action, rights, and by the feasibility and 
expediency of controlling it through the market and/or administratively. It was 
Obvious that the possibilities of both socialist and private enterprise had to 
be taken into consideration. Although their methods cannot be applied directly 
to industry and trade, the experience with household plots and small-scale farm- 
ing had a fruitful influence on combining socialist organization with private 
initiative. Study of the so-called second economy also played an important roi. 
because it pointed out a series of unutilized opportunities and certain absurd- 


ities in the regulations and legal systen. 


In connection with small businesses, attention should be called not only to their 
legal aspects but also to important economic-policy aspects. 


In the course of licensing private artisans and merchants, until recently the 
authorities also considered whether the given activity would be “in the interest 
of the national economy.” Here two significant changes have been made. First, 
the activities that may be licensed have been defined negatively rather than 
positively: the “everything is prohibited that is not allowed" formula has been 
replaced by the formula "everything is allowed that is not prohibited." Second- 
ly, the need for the given activity is not judged by the authorities; it is con- 
firmed or rejected by the demand, by the market. 
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Business work partnerships and civil-law partnerships make collectivity possi- 
ble also in private enterprise. Thus the conduct of many activities becomes 
possible where the absence of a hierarchic order would diminish the value of in- 


dividual work or would make it impossible. 


More than 13,000 new organizations have been formed by the end of March, with 
the participation of over 60,000 workers. More than 75 percent of them are do- 
ing industrial or construction work. Two-thirds of the participants in the new 
organizational forms have retained their previous employment. 


Two Systems of Incentives 


The individual forms of small businesses are not spreading at the same rate by 
any means. New small businesses have been formed in large numbers within the 
enterprises and cooperatives. For the most part they are aiding the large organ- 


izations in the performance of their tasks. 


Work within the small business organizations is generally efficient and well or- 
ganized, and their goods and services are contributing toward the improvement of 
supply, mostly indirectly and to a lesser extent directly. On the whole, the 
small businesses are functioning in accordance with the expectations, and they 
are supplementing the enterprise and cooperative organizational structure. 


The operation of the enterprise business work partnerships has brought to the sur~ 
face also contradictions. These contradictions stem primarily from the fact 

that the small organizations based on individual initiative are functioning with- 
in the traditional organizational structure. Therefore cooperation between or- 
ganizations, each based on a different system of incentives, has unavoidably not 
been smooth, especially in the initial period. 


Over and above their positive production activity, the economic work collectives 
within the enterprises have also a favorable indirect effect on the enterprises’ 
internal organization. Good skilled workers are giving good performance, their 
remuneration is suitably differentiated, and skiils and know-how figure promivent- 
ly in the selection of leaders. Wet income earned outside regular working nours 
is two to three times the regular hourly rate, but only 20 to 30 percent sore 
than pay with overtime, and experience indicates that work in the enterpr'.ce 
business work partnerships is generally far more intensive and of much better 
quality than on average at the enterprise. In spite of this, some people re- 
gard the incomes that members of the enterprise business work partnerships can 
earn as excessive. In my opinion, however, real tension may arise only if the 
outflow of income is not commensurate with the performance and does not increase 
the enterprise's profit. It is up to the enterprise's management and collective 
to solve how this can be avoided. 


We are continuously monitoring the practical experience with the measures intro- 
G@uced to promote small farms and small-scale production. The regulations that 
are hampering development must be changed. The operation of small businesses 
has raised also several questions that we neglected when the regulations were 
Grafted. Yor example, the interaction between contractual activity at uwiiver- 
sities and the emall businesses, the matter of services in the humanities, or 


the question of the representation of interests. 








Among the new organizational forms foreseeably those solutions will spread that 
will be able Gevelop without systematic tutelage of the managing and super- 
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ity as the price system and pricing, the financial system and within it parti- 
cularly income regulation. 


In relations between managing and economic organs the administrative elements 
must gradually be dismantled; the managing organs’ behavior and the nature of 
management must change. Besides the public-administration concept of state 
ownership, ever-wider room must be provided also for other modes of exercising 
the rights of the state as owner. If accompanied by perceptible rights and re- 
sponsibilities, the development of plant democracy into enterprise democracy 
enhances the clearer assertion of public ownership and state interest and 
strengthens the socialist and democratic nature of our society, concludes the 
minister of finance in his lecture. 


2. Small-Scale Production, Supplementary or Ancillary Farming 


In his introduction Istvan Marko points out that at present the concepts of 
“second” economy, supplementary or ancillary farming, small-scale production, 
new organizational forms and small businesses are being used to describe approx- 
imately the same circle of phenomena. It is not his purpose to decide the de- 
bate on word usage, and in any case the substantial questions are the essential 


Production in every national economy is proceeding within a differentiated or- 
ganizational framework in which we find large, intermediate and small plants, 
and also businesses based on individual or family labor. 


At the start of building socialiam we believed that socialist large-scale plants 
would become almost exclusively the vehicles of economic development, and that 
small-scale production would fairly soon be relegated into the background and 
then would cease entirely. Due to our inexperience and our conception, we 
strived to rapidly cut back small-scale production, except in agriculture. In 
small-scale industry, trade and services we nationalized even the small units. 


One of the most successful “undertakings” in building socialism has been the so- 
cialist reorganization of agriculture. The fruits on converting agriculture to 
large-scale farming really began to appear in the 1970's. This was also when 
the household plot assumed its proper place in agriculture. One factor in the 
success of economic policy has been our ability to integrate small-scale farming 
in accordance with the interests of the national economy, and to generate and 
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maintain among small-scale farmers a willingness to produce. This did not happen 
from one day to the next. After the organization of agricultural cooperatives, 
many persons believed that household plots would play only a temporary role, un- 
til joint farming became able to provide a more secure livelihood. Some people 
regarded farming on household plots as a remnant of the tendency to farm private- 
Ty; instead of supporting farming on household plots, they feared for joint 
farming. For a variety of reasons, the ancillary activities of the agricultural 
cooperatives likewise had their opponents. Political support was necessary for 
such activities to unfold. 


Today it is already cosmon knowledge that in building socialism there is a need 
for small-scale product:ion and for supplementary or ancillary farming. This is 
not a question of what economic management decides, but an existing ecomnic 
reality. 


Initially society and economic management treated small-scale production one- 

sidedly, mostly as a question of distribution; they approached this question 

from the aspect of income, while the aspect of production and supply was rele- 

gated to the background. Consequently, the need of restrictions was considered, 
and occasionally atministrative measures were employed. Only later did emphasis 
shift to the production aspect. Such activity is proper only if it satisfies a 
need. And this is what the small businesses should be encouraged to do. 


Small-scale production's justification is that consumer demand expanded with the 
rise in the standard of living, but the economy is unable to supply, or to sup- 
Ply economically, a proportion of this demand within the framework of large- 
scale production. The population has considerable reserve labor capacity, and 
a strong personal incentive to work during a proportion of its leisure time. 
These are constant factors we must reckon with. By failing to do so we are 
causing losses to the economy and society. 


If we were able to successfully combine large-scale and small-scale production 
in agriculture, we should be able to find suitable solutions in industry, con- 


struction and services as well. 


The lack of the “second economy's” clarification and the mixing of legal and il- 
legal activities have caused numerous negative phenomena. However, the occasion- 
al steering or curbing of these activities by administrative means created a 
seller's monopoly in many places. And the narrowness of the legal approach harm- 
pered the creation of the conditions necessary for operation (financial condi- 
tions, procurement or machinery). Working at a second-economy trade on company 
time, and work by persons lacking the necessary skill assumed significant pro- 


portions. 


It likewise became obvious that some of the large organizations were too cum- 
bersome, and that there were few small and medium-size plants within the social- 
ist sector, which caused problems not only in the population's supply, but in 
the performance of the prodv-tion and supplier industries’ tasks as well. All 
this warranted a comprehensive study of small-scale production's place and role 
in our society. The leadership recognized that in this area there were reserves 
and energies that could be harnessed to serve the construction of socialism. 
Thus in 1978 the political organs requested the state organs to explore the 














economic possibilities of developing small-scale production and supplementary 
farming. At the beginning of 1980, after the completion of this study, the 
Politburo adopted a resolution regarding the direction of further development, 
and this resolution was approved subsequently also by the party congress. 


As of January 1982, new roads opened for the growth of small-scale production. 
The existing organizational forms of economic activity were broadened, new types 
of organizational forms were introduced, and the conditions for the operation of 
private artisans and private merchants were changed. These measures served to 
perfect the existing system of organizations and do not represent a change of 


course in economic policy. 


Small-scale production does not constitute a separate and independent sector 
within the economy. The small businesses are able to function successfully on- 
ly within the entire economy. The small-business organizations must be charac- 
terized by different forms of ownership, and by cooperation and division of labor 


between them. 


A reguirement in developing small-scale production is that it must satisfy the 
needs of society and, through competition, must contribute toward ensuring the 
balance of supply and demand, and toward preventing incomes not commensurate 
with the work performed and other undesirable phenomena. It is essential to 
limit as much as possible the performance of work that is not controlled by so- 


ciety. 


Two misconceptions must be pointed out in conjunction with the development of 
smail-scale production. One questions the durability of small-scale production, 
and the other overestimates its significance. One view holds that we turn to 
small-scale production only when the economy is in trouble, and that such pro- 
duction will again be curbed as soon as the economy recovers. The arguments so 
far prove that this is not a temporary tactic but a permanent phenomenon. De- 
mand for small-scale production really exists and to question its justification 
also in the future would mean disregarding the realities. 


Small-scale production is useful. However, we must clearly see that solution of 
the Hungarian economy's problems can be based only on improving the operation 
and activity of the large-scale plants. We cannot extricate ourselves from our 
problems without solving the greater market- and demand-sensitivity of our large- 
scale plants. Small-scale production can play only a supplementary role, but 
this role should not be underestimated. 
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FOREIGN TRADE GOALS REMAIN UNET 
Budapest FIGYELO in Bungarian 5 May 83 p 3 


{Text}] The requirements placed this year on the external economy, the excep- 
tionally stepped-up tasks, are reflected in the April resolution of the SZ 
Central Committee as follows: “EZarlier we expected to start reducing our for- 
eign debt in 1965. External economic conditions are compelling us to do so 
sooner than expected. The most important task in th: present situation, there- 
fore, is to maintain our solvency and to attain a substantial trade surplus. 
This will also enable us to maintain our standard of livina.” 


Prom the preceding it follows, as.a principle applicable to every element of the 
economic processes, that we must change the habits that have become ingrained 
over the years, and also that the requirement too has chanced of reporting and 
analyzing the external economic results. More specifically, among the present- 
Gay requirements it is worth devoting attention also to evaluating the time- 
commensurate formation of the trade surplus. Just as our international accounts 
payable are not tied to the last day of Decesber, it is not enough to examine 
t is available the performances from which these pay- 


tical Office presents of this year's start, of the performances in January and 
is 


, noteworthy is first of all 
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mentioned result could even be regarded as reassuring. However, the 

that the world sets for us are not measured by any means in terms of our own con- 
parisons, of our growth over the base period. Solvency presupposes something 
an entirely different light this re- 
sult which in itself is signicicant. Which specifically means that if we compare 


the time-commensurate performance Guring the first two months to the hard-currency 
trade surplus planned for the entire year, the two-month figure is a warning 
39 
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signal urging us to greater effort, even though we know that the beginning of 
the year always means starting from a lower level than in the later stages. 


Indeed, the data lead to the conclusion that in the following months of this 
year we will have to make up also for the prorated shortfall during the year to 
date. And this obligates every enterprise, and everyone able to influence the 
processes, to focus attention on fulfilling the external economic targets, with 
a high degree of social responsibility and by utilizing the reserves. 
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OPERATION OF ENTERPRISE BUSINESS WORK PARTWERSHIPS STUDIED 


BuGapest FIGYELO in Hungarian 5 May 83 p 5 
{Article by Jozsef Papp: “The Findings of a Study") 


(Text) About 500 enterprise business work partnerships and specialized indus- 
trial cooperative groups--hereinafter enterprise business work partnerships 
(EEMPs)--were formed in the first half of last year, but there were already 
BBWPs by the end of the year, with a total membership of about 
last quarter of 1962, the number of EBWPs formed was already 
month, and in the first months of 1963 this increased to 
month 


experience with the operation of the EBWPs, at the beginning of 
Ministry of Finance Main Directorate of Control launched an infor- 
enterprises and cooperatives within which there are over 400 
100 EBWPs. 


the randomly selected one enterprise and cooperative 
Seventy-five percent of the observed collec- 
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investigated EBWPs, 53 percent performed productive work: to replace ex- 
cooperation, to produce parts that were in short supply, or to perform 
Operations that were causing bottlenecks. About 20 percent performed 
maintenance, toolmaking, etc., mostly for their parent enterprise. 
, the orders were fulfilled with a short lead time and work of 
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The high proportion of productive work indicates that the majority of the EBWPs 
unquestionably are performing tasks of supplier industries, which is useful 
from the viewpoint of both the enterprise and the national economy. This is 
confirmed also by the fact that labor productivity within the EBWP is several 
times higher than within the enterprise. A few calculations revealed that the 
collective's relatively high income from a given job was less than what the en- 
terprise had been paying earlier in wages to get the same work done. 


At several enterprises, only the workers who achieve excellent quality and high 
performance on their regular jobs can receive permission to become members of 


While we recognize that the work done within the EBWPs is useful, mention must 
be made of the fact that about 10 percent of EBWPs are getting unearned incomes. 
The primary reason for this is failure by the EBWP or the parent enterprise to 
observe the regulations that are in force. The employee or manager of the par- 
ent enterprise who places orders with the EBWP, does the costing on such orders 
or accepts the work when it is completed cannot be a member of the given working 
collective. The danger of corruption exists even if otherwise there is no in- 


compatibility. 
Less Cost for the Enterprise 


In placing an order and negotiating a price, some of the enterprises start out 
from what external suppliers or cooperating partners charged for the same work 
earlier. The agreed price is usually 15 to 20 percent lower. This would be in 
order if the EBWP were paying the parent enterprise rent for the use of the 
building, machinery and other equipment, tools, etc., and if it were reimburs- 
ing the enterprise for the energy costs. However, most enterprises do not re- 
quire the EBWPs to pay rent or reimburse the costs. 


Another growing pain is that occassionally the EBWPs include in the price costs 
that actually have not been incurred. Such cases indicate a “special” relation- 
ship between customer and contractor. For example, how can the customer be 
charged for the use of a crane when the work was done from ladders. Sometimes 
the costing includes types of work and operations that are unnecessary and are 
not even performed, but they nevertheless are billed as performance, and the 
customer pays the full amount of the bill. (Of course, such manipulations oc- 
cur even in relations between enterprises.) We encountered also a case where 
several workers, in collusion with one of the managers, formed a paper EBWP, 


to defraud state property. 


Attempts at tax evasion also were uncovered. The already poor tax morale in 
our country declined further because for a long time we disregarded the untaxed 
incomes from work in the second economy. As a result of this and also for other 
reasons, “trickery” is an accompanying phenomenon of the new measure's introduc- 
tion. All this nevertheless does not cast doubt on the usefulness of the new 


economic form. 


It is noteworthy that at most 10 percent of an enterprise’‘s workers are parti- 
cipating in EBWPs. The proper course of action for the enterprises, and there 
already are examples of this as well, is to encourage the formation of as many 
EBWPs as possible, and then to let them compete. This simultaneously helps to 
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limit the opportunities for wangling. To relieve the stresses caused by the 
incomes of the EBWPs, it is sound practice to employ on an ever-wider scale 
performance wages for the work done during regular working hours. 


The members’ net income, after taxes, from working in the EBWPs is approximate- 
ly 20 to 30 percent higher than their wages in their regular jobs. No accurate 
records are kept of the time worked within the EBWPs, but calculations based on 
the work performed indicate that the hourly income is 2 to 2.4 times the regu- 
lar hourly wages. If we take into consideration that the members are able to 

work in the collectives only after a full day at their regular jobs, and thus 

their work is actually overtime for which they are entitled to double pay, then 
the income from working in the collective is not so high. 


The income relations cannot be rated as yet, but differentiation is occasionally 
@ source of tension. The demand is warranted that workers who work more should 
be able to earn more income also on their principal jobs. 


Conditions of Operation 


The bookkeeping of the new economic organizations is sketchy and not up to date. 
Neither their income nor their expenditure can be accurately determined. EBWPs 
are obliged to file an income-tax report at the end of April, and it will be 
possible to accurately answer the question of their income only when these re- 


ports are available. 


The incomes revealed in the informative study--with the exception of the in- 
comes obtained by scheming--were not excessive. The utility value of work af- 
ter regular working hours, performed well and on schedule to supply an effec- 
tive demand, is greater than the utility value produced by working overtime on 
the regular job. Therefore we find that the additional income earned in EBWPs 
is commensurate with the performance and with the entrepreneurial risk. 


The partnership contracts of 15 percent of the studied EBWPs are objectionable. 
It is typical that the contracts are in order where the enterprises instructed 
their lawyers to draw up the partnership contracts. The formation of EBWPs is 
tied to many conditions, and this is causing problems for the collectives. Once 
approval of the parent enterprise has been obtained, the partnership contract 
must be drawn up and submitted to the local council for licensing, together with 
the members’ certificates of good character. The EBWP must then be registered 
by the court of registration. A similar problem is that the partnership con- 
tract must be modified whenever a member leaves the partnership or a new member 


joins. 


Most EBWPs are encountering difficulties in correctly interpreting the tax regu- 
lations, particularly the regulations on turnover tax. Due to the absence of 
expert knowledge, there are problems also with keeping the gener#l ledger. Tak- 
ing into account also the findings of this study, the Ministry of Finance is 


working on these problems. 


In general, the conditions for the operation of the EBWPs are ensured. The pre- 
mises, working area, equipment and tools necessary for working are available in 
most cases. We found only in a few instances that the supply of work was not 
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continuous. Among other reasons, the supply of work is continuous also be- 
cause the EBWPs are adjusting very flexibly to the needs of the enterprises. 


Pew enterprises and EBWPs employ gross accounting in their mutual relations. 
However, work that is in the nature of job work economizes direct labor, but 


not materials, energy and tools. Gross accounting can provide an incentive for 
the collectives to reduce also the amount of embodied labor used. 


Most parent enterprises do not bill the EBWPs for materials because the turnover 


tax would increase the cost of the product produced. It is worth considering 
whether the turnover-tax liability of partial industrial processing should be 


maintained in cases when such partial processing is performed for the parent 
enterprise. 
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{Answer} I do not wish to discuss is; detail the problems of the system of or- 
ganization and of financial regulation. In my opinion, in some areas there 
might be and are difficulties or irregularities awaiting solution. But to the 
criticisms that perhaps exaggerate and magnify these difficulties or irregular- 
ities we must not attribute as much significance as if the foundations of our 


agricultural policy were being questioned. 


Every responsible person knows that continuation of our present agricultural 
policy lies in the interest of not only the branch, but of the entire national 
economy as well. The distortions that surface from time to time, or the views 
that reflect impatience, must be assigned to their proper place, as this is be- 
ing done incidentally in practice. 


Por example, many persons are of the opinion that agriculture's industrial activ- 
ity enjoys an unfair or even unlawful advantage over others. Admittedly, this 

is true in some instances, but the proportion of such cases is very small. Our 
large-scale farms conduct on average five or six different ancillary activities. 
Therefore individual instances should not be generalized, and entire agriculture 
should not be biamed for the sins of a few. 


This is not only my opinion. The investigations conducted into individual cases 
confirmed what I have said. Facts prove that the views questioning the justifi- 
cation of ancillary activity are untenable. 


All this does not mean that the aforementioned constant elements of agricultural 
policy have become fossilized. We are systematically perfecting certain perts 
and elements of agricultural policy, always adjusting it to the changing economic 
conditions. 


[Question] May I interpret this to mean that agricultural policy, too, has its 
strategic and tactical elements? 


[Answer] I dislike the expression “tactics.” To many persons this implies a 
lack of principles. I would prefer to speak of “agricultural policy's proven 
elements.” 


Consider, for example, the household plot. Very likely there have been excesses 
also here. Although I would find nothing excessive if someone were to decide to 
keep, say, as many as 50 sows. But excesses might occur, just as there have 
been various abuses of the tax regulations or distortions in the relations be- 
tween large and small farms that proved detrimental to the large farms, and so 
on. The measures adopted against such cases do not alter the least bit the fun- 
damental principles of agricultural policy. 


[Question] Then let us return “o the original question. What must be done dif- 
ferently, and how, in order to fulfill the more difficult tasks? 


[Answer] Investments, for example. Considerable results have already been 


achieved in investment activity. A few years ago the investment costs of dairy 
barns came to as much as 100,000 forints per cow. But today several large-scale 
farms are already able to build dairy barns at a cost of 30,000 to 40,000 forints., 
During the past 9 years we were not only able to offset the rise of the invest- 
ment price index with cost cuts, but the modernization of existing buildings has 


become general practice. 
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[Question] This is indeed progress. But I am also interested to hear what more 
can or must be done, and where. 


{Answer} We need flexible farming that is able to adjust to changing market de- 
mand. For example, now that poultry production on large farms has become uneco- 
nomic at the present export prices, we should try to develop small-scale produc- 
tion at lower cost. The large farms should concern themselves intensively with 
the maintenance and improvement of breeding. And when the business cycle again 
changes to favorable, it will be possible to expand large-scale poultry produc- 
tion almost immediately, with the retained capacities. 


The enterprises cannot cling to their earlier development plans and production 
structures. The farms must be ready to quickly adjust to changes in state pre- 
ferences that reflect the market conditions, prices and our economic-policy ob- 
jectives and enhance the rapid realization of these objectives. For example. 

we announced our program for the conservation of energy and materials, and also 
our grain program, for which credits and subsidies can be obtained. Those farms 
fared the best that took advantage of these opportunities as quickly as possible. 


Por better adjustment to the market, of course, the domestic price system also 
should be changed. A closer link than at present would be necessary between 
the world-market prices and producer prices, and to a certain extent also be- 
tween the world-market prices and the consumer prices. In this way the branch 
would be able to make do with a smaller budgetary subsidy and still provide the 
possibilities for its own development, ensure income for its workers and con- 
tribute more forcefully toward the improvement of economic equilibrium. 


Thus the secure future mentioned at the beginning of our interview does not 
mean that we will wait idly for the business cycle to improve. 


{Question} i do not think anyone could find fault with this statement. But it 
is not quite so unambiguous which of the farm products can be regarded as the 
most reliable export products, to the extent that this adjective is applicable 


to expor<s «ct all. 


[Answer] I think that grains are our safest and most profitable export products. 
Admittedly, the grain market is likewise not free of price fluctuations, but 
grain prices cannot fall so low that grain production will become unprofitable 
in Hungary. The prospects for the expansion of production are good, and thus 
long term our export could be between 3.0 and 4.0 million tons or even more. 


This is a huge volume only in terms of our scale of production and preparedness. 
On the world market this volume is insignificant, since the big exporters are 
shipping lots of 10 million tons and have reserves of the order of 100 million 
tons. The supplies of grain that Hungary is able to offer are so marginal on 
the world market that they can be sold even if in the meantime other countries 


rapidly increase their grain production. 


[Question] May I regard this answer as decisive also in the “grain or meat” 
debate? 


{[Anewer}] Meat production is important for increasing our foreign-exchange earn- 
ings. For example, the market price of a ton of pork is eight or nine times the 
price of a ton of wheat. At the same time, the specific costs of earning for- 
eign exchange are much higher. Here I do not wish to enter into a detailed 
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discussion of what is of primary importance to the economy: to earn more con- 
vertible foreign exchange or to earn convertible foreign exchange more econoni- 
cally. Both are essential for the long-range development of our economy. In 
any case there are two factors that provide food for thought. 


One factor is the capital intensity of the development of livestock production. 
The investment possibilities of agriculture, and of the entire economy as well, 
are very limited. Admittedly, the production of slaughter animals can be in- 

creased on the household plots and in small-scale farming in general. But this 
could hardly be achieved rapidly, since livestock production on these farms is 


already at a high level. 


The other factor is the fluctuation of the market, its cyclic change. Froa 

time to time it is convenient to take advantage of an expansion. But as our 
experience with exporting meat indicates--and it will suffice to refer to the 
current poultry crisis--declining demand can cause considerable problems for 


the national econoay. 


Prom all this it follows that the rapid increase of grain production and of 
its export appears to be the more viable solution. The more so because the 
price ratios on the world market also favor this solution. Were we to gradual- 
ly adjust the producer prices to the world-market prices, the producer prices 
of grain would increase significantly, while the producer prices of slaughter 
animals could romain at the present leve) only during periods of expansion, 
and it is more likely that these prices would have to be reduced. 


[Question] Is the situation of livestock production so unfavorable? 


[Answer] On economic questions one must not think in terms of black or white, 
Yes or No. What I have said above does not and cannot mean that we can dis- 
pense with expanding our export of animals and livestock products that amounts 
to nearly 500 million dollars a year. To improve economic effectiveness, we 
would have to make changes first of all in the structures of production and 
export. I loath to say it because it has been said so many times, but to this 
end we would have to uncover our reserves. 


The grasslands and by-products are the greatest reserve in livestock production, 
Or more accurately in livestock feeding. If we succeed in utilizing these pos- 
sibilities, the rapid expansion of the branch, and of mea ~Tt within it, 


coul/i be solved. 


{Question} The utilization of grasslands and by-products has iven on the agenda 
80 long that it almost seems like a cliche to mention then. 


[Answer] Wo matter how obvious a solution the utilization of grasses and vege- 
table by-products may seem, fulfillment of this task would first require ana- 

lysis and consideration of an entire series of questions, and then the adoption 
of suitable measures on this basis. In comparison with the present prices of 

feed grain, for example, feeding based on intensive meadow and pasture manage- 
ment and on the harvesting and processing of by-products is too expensive. But 
if we were to increase feed-grain prices in order to correct the price ratios, 














the branches of livestock production that must rely intensively on feed grain 
would be set back considerably, wiless offsetting price measures were intro- 

duced. Understandably, on this question it is difficult to arrive at a solu- 
tion that is a good one in every respect. However, the long-term perspective 


{Answer} It is undeniable that the output and services of industry, and pris- 
arily of the farm machinery industry, lag behind the requirements of modern 
agriculture. This is why we needed and still need to import, and for hard cur- 
rency at that. Here again, of course, it is not all the same what we import. 
We need the latest material- and energy-efficient machinery. This should be 
emphasized because domestic industry has already done much to establish the 
production of tractors, harvesters for forage and by-products, loading, pro- 
cessing ind packaging equipment, and of several small machines for household 


plots. 


I am not saying that every machine produced at home is better than an imported 
one. But farmers should not be belittling the domestic machines by saying that 
the imported machines are better. To avoid any misunderstanding, this in itself 
will not make the hwgarian-made machines better. However, agriculture must 
bear in mind that the country at present is able to sacrifice less convertible 
foreign exchange for this purpose. But industry likewise cannot take advantage 
of the situation and adopt a “take it or leave it” attitude. The less so be- 
cause a dynamically developing agriculture that has an excellent technical sup- 
ply base is the best recommendation for the farm machinery and production sys- 


tems that industry exports. 
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FUNCTIONS, MARKET POLICY OF AGRICULTURAL MACHIKE TRUST SUMMARIZED 
Budapest IPARGAZDASAG in Hungerian Mar 83 p 38 
{Article: "The Market Policy of the Agricultural Machine Trust"/ 


In Hungary, one of the most significant background areas of 
agriculture and the food industry is the Agricultural Machine Trust. 
According to its profile, it is concerned with supplying and maintaining 
agricultural and food-industry machines and spare parts and components for 
them. There are 14 production enterprises and 1 research and development 
institute in its organization; these organizations are legally, commercially, 
and financially independent. 


The staff of the entire organization numbers some 33,000; its total sales 
volume is about 17 billion forints annually. About 65 percent of the 
Agricultural Machine Trust's total volume is in domestic trade, about 25 
percent in rtible /f trade, and about 10 percent in 
convertible trade. In ion to about 500 kinds of agricultural 
machines and about food-industry machines, it handles the manufacturing 
and sales of about 15,000 kinds of replacement parts. 


The basic points of the Agricultural Machine Trusts market policy are: 
continual expansion of the clientele, broadening of the market position, 
and rapid and flexible adaptation to demands. This had made possible a 
growth in dollar-valued exports to $40 million in 1981, which will rise to 
approximately $50 million in 1982. 


The Agricultural Machine Trust cooperates with partners such as the John 
Deere Company, to which we deliver transmission shafts. for example. Other 
pertners are the Claas and Hesston companies. The Agricultural Machine 
Trust is also interested in trade with certain North African, Middle Eastern, 


and Latin American countries. 





Not only the agricultural business, but also the manufacture of food-industry 
machines is ing vigorously. One of the largest enterprises in the 
trust, ELGEP /Food Industry Machine Factory and Assembly Enterprise/, had a 
volume of only about $2.5 sillion during the period 1971-1975 and 

million in 1976-19860, But the plan for the period 1961-1965 ir already $60 
million. 








One of the key questions for the Agricultural Machine Trust , as well as 

for the development of the whele agricultural mac: ‘~e industry and food- 
industry mahine manufacture, is the development of its own background industry 
industry. Here we think first of all of industrial chains, hydraulic power- 
transmission systems, screws and bindings, fine stainless plates, globular- 
graphite castings. The complexity of the machines requires more and more 

new products from the electronics and instrument industries as well. The 
question of the capital requirements of the development of background industry 
is also not yet completely clear; the international financial market may play 


a role in it also. 


The agricultural machine industry and the manufacturers of food-industry 
expect an increase in purchases of licenses and "know-how." In the 1980's 
this will require at least twice as much money as in recent years. In this 
area international connections can be expected to expand. 
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TARDOS CRITICIZES CEMA-BASED ECONOMIC POLICY 
Budapest IPARGAZASAG in Hungarian Mar 83 p 20 


{Article by Marton Tardos: "A Response to the Article Entitled ‘The Concept 
Of Long-range Industrial Development '"/ 


fText/ The article by Gyorgy Lake and Tamas Levai (IPARGAZDASAG 1982, number 
1) gives a clear summary of the research conducted over the past 4-5 years 
that has attempted to clarify the tasks of Hungarian industry until the yeer 
2000. 


The most important conclusions of the study are the definition of the goals 
of development: 


— industry, primarily the manufacturing industry , should contribute to 
improving the national balance of payments, above all by increasing export 


capability, 


— the standard of development should not be quantity but efficiency, so that 
industry will assist in the growth of the national income, 


— the activities of industry will contribute to satisfying domestic demand 
precisely. 


With commendable courage, the authors have undertaken to clarify the 
fundamental tasks of industry without getting bogged down in detailed questions 
of various branches, nor do they consider the problem of priorities among the 


branches. 


I think it is important to state as a supplement to the study that the period 
of time between 1980 and 2000 will in many ways set completely new tasks before 
us. The traditional development of industry has up to now been defined by two 
peculiarities of the CEMA relationships: 


1. Hungary has set up very wasteful industries for the processing of raw 
materials and energy sources obtained on socialist markets. 


2. Hungarian industrial policy has attempted to utilize the CEMA marketing 
possibilities for large-scale development. This is pointed out primarily by 


* 
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the developments aimed at the Soviet Union, such as the truck program, the 
computer-technology program, production of railway rolling-stock, manufacture 
of ships and cranes, and several other experiments, for example the develop- 
ments in retooling of light industry, likewise for the Soviet market. 


These developments have wanted to utilize the advantages of mass or assembly- 
line production. 


The rapid development of the CEMA countries and the capitalist prosperity of 
the 1960's created the necessary conditions for this policy of development. 
But the successful actions were somewhat clouded by three factors: in spite 
of rapid industrial development, domestic production and cooperation among 
CEMA countries did not offer enough variety of goods so that the hunger of 

the Hungarian economy for capitalist import could have diminished; this hunger 
was especially prominent in the trade of semi-finished component parts, where 
capitalist import grew abruptly; and finally in spite of the rapid growth, the 
potential of capitalist export did not broaden appropriately. In addition 

to agricultural export, the export of raw materials developed, but exports 
from manufacturing on the non-ruble market were not really successful. 





This contradictory direction of development was broken in the mid 1970's by 
the continuing capitalist recession and the halting of growth in delivery of 
CEMA raw materials. The new situation presented-and continues to present new 
difficulties before industry. In addition to maintaining CEMA exports, they 
must essist in satisfying increasingly the far-reaching domestic demand, yet 
a large portion of increased production must be sold on the capitalist market. 
Notwithstanding the bad and worsening international conditions, it is 
impossible to give up on international division of labor, even though the 

new situation makes every element of industrial specialization questionable. 


There are not raw materials of sufficient quality and in sufficient quantity 
for a development centered on profitability, but the costs of obtaining raw 
materials are increasing /at a rate/ which the prices of finished products 
do not follow. This is situation in iron metallurgy, in the plastics 
industry, and perhaps also in the aluminum industry, which operates mainly 


on imported energy. 


In the capitalist market, short-falls in export of raw materials must be made 
up by exports of the manufacturing industry. However, domestic mass-production 
is not capable of withstanding sharp competition in the capitalist market 

with its traditional product structure. 


In the situation that has evolved, it appears that we can achieve good results 
through alert policies and development of background industry. On the one 
hand we must specialize in the production of certain items which offer good 
possibilities for the application of Hungarian intellectual capital. The 
development of mass production does not guarantee good conditions for this. 

On the other hand we must enable development of domestic background industry 
to reduce the import-dependency of the manufacturing industry and at the same 
time to create export possibilities. 
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The new conditions require flexible industrial organization. Institutions 
that can adapt quickly to conditions will be able to successfully resolve 

new tasks. Hungarian industry sust do everything in the interest of 

creating production that is sensitive to demand; /it must do so/ also in 
order to mobilize the most important creative force, the energy of technicians 
and workers, to meet the increased tasks. 
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NEW Ar S°ACH TO ENTERPRISE INEFFICIENCY HELD ESSENTIAL 


Budapest FIGYELO in Hungarian 21 Apr 83 p 5 
[Axticle by Gyula Ceski: "No Purther Delay"/ 


ftext] The problem of low-efficiency enterprises has long occupied economic 
guidance and economic researchers. The effort at modernization of the 
economic structure, improvement of international competitiveness and the 
accompanying cutbacks of uneconomic production has been conceived in many 
economic-political concepts. 


Several years ago we worked out a requirement system for evaluating the 
production structure, end from year to year we carried out enterprise-level 





improve the economy of their work and to redeploy resources. 


Why is it that despite the various programs and measures there has been no 
essential change in the number of enterprises of lower than average efficiency, 
and in their attitude? 


We had in our economy a "prosperity" which made it possible for these 
enterprises also to have their expenditures acknowledged in prices. Or if 
they were unable to do this, they could obtain state supports with relative 








One such possibility is the expansion of investment credits. But a 
considerable share of our producer enterprises is nowadays rather indebted. 
This can be explained by the fact that the level of their revenues is 
relatively low, and frequently the enterprises could not repay their credit 
loans in time. Thus the banks have had to renegotiate the principal repaynent 
and interest payment terms of the loans. Under such conditions investment 


credits cannot be expanded by using domestic sources. 


Another possibility is tc moderate the centralization of enterprise revenues, 
which would also increase the incentive of the enterprises. Yes, indeed, bu 
because of the burden imposed by the low-efficiency enterprises, the economy 
cannot afford this. The cost of maintaining enterprises operating at a loss 
makes it necessary further to increase taxes and withdrawals, because the 
losses and fund shortages and the means necessary for financing public social 
expenditures must be made up at the cost of the more profitable enterprises. 


It would be a step forward if we could reduce the use of capital by 
inefficient enterprises, if we could make the burden of social expenditures 
more proportional and if the possibility were created for undeploying means 


on the basis of efficiency. 


This step has become imperative. Therefore, a proposal had to be worked out 
as to what kind of measure would be necessary to develop an economic compulsion 
to question the right of survival of economic units operating with low 
efficiency, and gradually to eliminate these. It also had to be decided at 
what kind of enterprises these measures would have to be implemented and how 


the tasks had to be organized. 


The Yardstick 


A debate has been waged for years as to how economic efficiency should be 
measured. It is certain that even today there exists no well-developed 
method. The various partial indexes are not suitable for determining the 
scope of low-efficiency enterprises. We need an index that is complex and 
unified enough to be the yardstick for grading the development of efficiency. 


The most suitable index is the balance result as related to the production 
factors used. But this index is not perfect either. For example, an 
unconditional recognition of costs is still frequent in a broad area of 
prices, and enterprises also receive significant price preferences. The 
profitability of the enterprises is also influenced by non-normative supports 
and withdrawals, but these can be quantified, and therefore in designating 
enterprises of low efficiency these can be left out of account. This 
justifies our taking into account balance results instead of profit as the 


basis of accounting. 


The method cannot be mechanically implemented. There are activities where 
profit incentive is implemented only in a limited way (for example, public 
works), and besides, or perhaps in place of, commodity and money relations, 
central decisions are of prime importance in the conditions of management 
(official price or production directives). Nor can it be ignored if 
insurmountable conditions (for example, a recession) considerably influence 
the situation of an enterprise. 








It appears advisable to restrict compulsion to enterprises with permanently 
low efficiency. According to the widely debated and approved proposal, we can 
classify as a low-efficiency enterprise one which in 2 successive years has 
failed to reach even one-half the average profitability of the given economic 


branch. 


With Economic Compulsion 


After a comprehensive investigation and weighing of the measures for compelling 
increased efficiency and the elimination of departments and activities that 
cannot be made efficient, the founding organs—ministries or councils—can 
make their decisions. 


The recommended measures can be divided into three groups: seasures which 
can be taken immediately; those seeking to link the interests of enterprise 
managers more strongly to the improvement of efficiency; and on the other 
hand those ’* t are designed to prevent low-efficiency activities from 
surviving without “sacrifice.” The latter may be served by blocking the 
value depreciation discount from being placed otherwise into the development 
fund, or in case of poor inventory management by the withdrawal of a 
proportional share of the circulating capital goods or by the establishment 
of obligations regarding the selling of fixed assets. 


If these measures do not lead to early results, they may after 1 to 2 years 
order specifications for obligatory bond quotations, the withdrawal of the 
enterprise sources which were blocked in the first phase or the stopping of 
all kinds of financial supports. After this second phase, if within a 
certain period of waiting the possibility is not created for eliminating 
the sources of waste, the reorganization or termination may be initiated. 


It may be assumed that the enterprise effort will be strengthened to avoid 
the deterioration of efficiency and to increase achievements and that in the 
end this will result in the expansion of available resources. Thus these 


measures are also of a preventive nature. 


The methods and measures recommended for dealing with low-efficiercy 
enterprises must not replace the general development and sodernization of 
various elements in the guidance mechaniem and regulation. The methods and 
means recommended for improving efficiency can be fitted into the present 
system of eccnomic guidance and regulation and exert influence together with 
other means (for example, the reduction of supports). An economic guidance 
and regulation development which generates a rise in the level of enterprise 
management strengthens the harmony of responsibility and incentive, which is 

a better expression of achievements in realized revemes, and the msechania 

of capital circulation contributes to a more exact definition of low-efficiency 


enterprises. 
The Tasks 


The application of the required method calls for the repeated rethinking of 
and constructive answer to many questions. With direct intervention in the 


management of low-efficiency enterprises, the receptivity and fleribility of 
the economic, social and political medium are not yet adequate. 
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Moreover, we must also rethink questions pertaining to the so-czelled 
“top-down mechanisss.” By way of example only, let ze mention that the 
elimination of low-efficiency activities may also affect employment. The 
placement of manpower from the given jobs and the retraining of the 
transferred workers will presumably also have to be supported mate ‘ally. 
It is well known that various regional welfare, cultural or sport 
organizations or institutions are dependent on enterprises. Among other 
things, the low efficiency can also be ascribed to disproportionate 
obligations and undertakings related to their maintenance and operation. 
Withdrewal of the allotments would sensitively affect the operation of the 
organizations that attend to these otherwise indispensable functions. 


A debate is being waged over whether we can and must inform professional 
opinion and the broader public of the situation of the low-ef ficiency 
enterprises. In my view, this is advisable and necessary. Efforts at 
liquidating and eliminating deficit sources could come under the control 

of society, and a more realistic value judgment could be formed by the public 
not only of the general economic situation but also cof certain economic units. 


For given enterprises to lag behind average profitability in a dynamically 
changing economy is a natural situation. There will always be organizations 
that realize less than average income. However, it is not natural for a given 
enterprise (and their number is unfortunately increasing) to remain permanently 
in this category without intensifying its efforts in expectation of help from 
the outside. The program is designed to prevent this. Therefore we are 
planning to increase the economic pressure on the economic organizations, and 
the measures we have proposed serve chis goal. 
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AUTHORITIES DIVIDED ON ISSUE OF PROFIT 
- Pair Profit Limits 


Budapest FIGYELO in Hungarian 3 Mer 83 p 2 
fieticle by Katalin T. Forgecs: "To What Extent Is Profit Fair?"/ 


[Text] Decree Number 1028/1979 states: "Profit is unfair 
if an enterprise attained it by means of a price that 


violates the statutory provisions on price formation, 
particularly if the price if excessively high...." 


“The price is excessively high if it is not in harmony with 
the price of similar replaceable products-——-considering their 
use properties and value—or if it does not fit into the 

















@ month has already proved sufficient for it to become a scarce “classic” 
article. As soon as it appears in the stores, it is snapped up. But the 
price of a small jar is 140 forints. That is quite a lot. 


The consumers have “voted.” They demand the product, although--and this should 
be emphasized—-a rather wide range of domestic creams is also available. In the 
final analysis, the buyers have also approved the price with this demand--no 
matter how great the enterprise »rofit at the given price. Therefore, there is 
no dispute, it appears, between - cr and seller, not even if one can always 
hear the annoyed question that ..« voiced at the news conference that introduced 
the cream on the market: "What is it that makes this cream so expensive?" 





We believe that the price authorities and various control institutions will also 
raise this question. They will investigate to what extent the cost is justified 
and how such goes for profit--or perhaps for unfair profit. 


From the point of view of our subject, the Helia D is only appropriate as an 
example. Using the cream as a pretext, I would like to express a general concern 
which the manager of every enterprise or coop feels regarding the price formation 
of products or the fixing of a fair or unfair profit. It may happen, in fact, 
with any product, new or old, that the suspicion of managing organs can be 
aroused by what they think is a high price. "What is it that makes this product 
So expensive?" goes the question, and the investigation may begin. Of course, 
the inspectors will not build up the price of the product by simple addition-—-the 
product costs so and so, the jar costs so and so--for they know very well what 
research, advertising and marketing costs may occur in putting a new product 

on the market. But in our present example, Biogal will hardly make out vell 

if it is unable to document the costs adequately. It will not do well if it 
openly admits that it is counting on extra profit because of the novelty of 

the product cad the expected demand. 


Advisable to Document Costs 


If it states this openly, an enterprise will hardly avoid having action brought 
against it for unfair profits. But if it can document even frightfully high 
production costs, it will have no problems, because there is a profit level for 
which in the name of some kind of unique morality they give the name of "fairness." 
Above this limit, the profit is generally unfair. One of the greatest gaps in 
Hungarian economic legislation is that the law does not adequately codify those 
cases in which profit may be declared unfair. Decree Number 1028/1979, 

1 November, of the Council of Ministers sets only guidelines for the methods of 
establishing unfair profit. 


Availing themselves of the possibilities given in the statutory provision, the 
control authorities exercise their rights and obligations in respect thereto. 
The OAAH /National Material and Price Of fice/, the Inspectorate of the Ministry 
of Finance, the KNEB /Central People's Control Comittee/, the councils, the 
public prosecutor offices, the Ministry of Industry and the KKM /Ministry of 
Trade and Transportation/ are all on the list of authorities who may initsate 
action for economic penalties. Between the unclear guidelines and the ~onstant 
threats from the control authorities, the attitude of the economic organs is 











moving in an obvious direction—to document the costs better and better, build 
more end sore reserves into the production costs and verify all this by the 
price euthorities. 


Let us look at an example of the extent to which profit “fairness” stands or 
falls with documentation. 


In the AH /Price Authority] announcement, Decree Number OOAH 116/1978 (AT 43) 
deals with the formation of flower prices. Among other things, the announcement 
states: “It is not an unfair profit if the economic organization fixes the 
guidelines for shaping (differentiating) producer prices in the annual price 
plan...." Moreover, “it is not an unfair profit if the producer annually carries 
out a production price calculation on the basis of which the average annual 
production cost can be established, or controlled.” 


It is important to note that in the socialist sector the producer prices for 
flowers belong in the free-price form. Thus it may differ from the estimated 
production costs. But according to the announcement: "The actual sales revenue 
and the average prices may be: changed, depending on the development of the 
composition, the seasonal prices or the market situation. Variation from the 
goal must be justified.” 


Clear Statutory Provisions 


The great uncertainties in the application of the law are illustrated by the 
action taken against the Szolnok Agricultural Machinery Manufacture and Service 
Enterprise. The essence of the matter is that the enterprise imported foreign 
baling machines, outfitted them at its factory with supplementary equipment and 
then for the machines as a whole (including the imports) projected the entire 
profit as material cost. This action was followed by a prolonged procedural 
debate over whether it is permissible to account import machinery as material 
cost and consequently whether there is a case for accusing the enterprise of 
unfair profits. Entirely contradictory views were arrived at by the Inspectorate 
of the Ministry of Finance, the OAAH, the Chartered Accountant Institute of 
Justice, the Agricultural Machinery Trust, the Accounting and Organizational 
Department of the Ministry of Finance and the Central Statistical Office. 


Let there be no mistake. I am not arguing against every kind of state guidance 
and control or against justifiable price control. In fact, for example, there 
is more and more evidence in the economically developed countries that the tax 
authorities of various states are blocking the smuggling-out efforts of sulti- 
national concerns (the so-called practice of transfer prices). But here we are 
speaking of a crime clearly proscribed in statutory provisions: tax fraud. 

On the other hand, in Hungary~-given the lack of actual competition which 
represents true protection and effective consumer interest protection—the state 
is constrained to take up the fight by its own means against the efforts of the 
enterprise management to drive up prices. But if for the time being we cannot 
give up this compulsory interference--in the absence of competition—at least 
the attempt should be made to see that this intervention occurs on clearly 
defined legal bases. Because of present uncertain legal applications, the 
management feels that in the case of a new product in demand enterprises are 
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justified in making additional profits in return for initiative. For the most 
part, however, sanagement gives up implementing this attitude because the 

order regarding unfair profits has well engraved in their memory every applicable 
paragraph of the statute, and the zeal shown in such affairs by the control 


organs. 


I shall risk taking the position that the “voluntary” renunciation of extra 
profit for initiative is the twin brother of the manipulation of books, the 
passing off of costs in the price--by concealed means. Because this latter 
behavior is the less dangerous one, it is much more simple than openly to support 
extra income for those with initiative. 


To Limit the Monopoly Situation 


The first handle on how to make the bases of statutory provisions more clear 
would be povided by drafting antimonopoly laws. For why should one deal at 
all with the possibility of ~nfair profit where there is demonstrable competition 
and where the buyer can choose among various producers and products? In such 
cases--and only in such--we can count on limits to how far the enterprises will 
realize in their prices every expenditure or profit demand exceeding the 
acceptable. If under such circumstances some producers are capable of making 
extra income, so be it. An extra profit that is open like this is a force for 
carrying the economy ahead, as opposed to that concealed profit which is formed 
in such a way that the authorities delimit the profit by a percentage and that 
the management projects on the wasteful consumption of means. 


The situation is different in the case of monopoly enterprises. Here state 
investigation of unfair profit is justified, although we should first have a 
clear definition of the term monopoly situation. Decree Number 33/75/1129 on 
trade by the Council of Ministers does not give an exact definition. According 
to paragraph 10 of the decree: “Any agreement is forbidden which is designed 

to partition the market or to exclude a definite circle of consumers from some 
kind of purchasing possibility or limits the possibility of choice among buying 
sources.” For the assessment of an economic penalty, it is possible to initiate 
proceedings against a management which gives evidence of such behavior. However, 
as pointed out by Otto Lukacs in his article “Competition and Monopoly” (FIGYELO, 
1982/13): “It has not been determined what share of the market constitutes a 
market partition: 33 percent, 50 percent, 66 percent or perhaps 85 percent. 
Also it is not clear who may initiate procedures. Among other things, the 
consequence of this uncertainty has been that according to official data not one 
procedure has been initiated on the basis of the above statutory provision." 


The view is being increasingly circulated in the economic legal literature that 
orders regarding economic penalties and unfair profits should be included in a 
single statutory provision. The acquisition of unfair profits is, to be sure, 
only one of the statement of facts which, if established, may be grounds for 
assessing an economic penalty, and the most justifiable case may be the abuse 

of a monopoly situation. Why is there such importance to this differentiation? 
Because the attitude of management is formed to a great extent by those stories 
which take wing in the wake of a court case related to unfair profits or economic 
penalties. Although they number only 15 to 20 a year, these cases far outgrow 





their importance in concrete terms. For example, the “optics” in the case of 
the above-mentioned Szolnok enterprise would have been entirely different if 
the control organs had not been hung up om the debate over unfair profit but 
had tried instead to prove a monopoly situation and as a reflection of this 
investigated management's price formation. Thus if a monopoly situation does 
mot exist, control organs also reject the charge of unfair profits, which is 
not without effect on the behavior of producers in a non-monopoly situation. 
This is not how it happened. There was no discussion of the market share. 
Instead, the disputing authorities entangled themselves in a long procedural 
debate over the interpretation of the price application regulations, making 
the supporting management organization even more uncertain in its observations 
on the case. The latter, on seeing that the authorities were contradicting each 
other and that in the first and second instances contradictory decisions vere 
passed, felt justified in not daring openly to undertaken extra profits, even 
when demoastrably not achieved in a monopoly situation. 





To return to our opening example, there is demonstrably no question of a monopoly 
situation for the producer of the cosmetic cream. But since the penalty in 

these cases fixes the glare of the investigation not on the market share but on 
unfair profits, this management will remain on the well-trodden path, too. 
Instead of reducing costs and openly pursuing extra profits, it will document 
more and more expenditures, which at the given opportunity and by way of 
concealed paths will still become enterprise profits. 


Profit and Fair Dealing 


Budapest FIGCYELO in Hungarian 3 Mar 83 p 7 
/Article by Laszlo Nyikos: “Profit and Fair Dealing"/ 


[Text] The contradictions between homo economicus and homo moralis and the 
conflict between economic rationality and ethical principles are a natural 
phenomenon of the commodity-producing society. Parallel with the increase in 
economic problems, conflicts have also grown more tense among those engaged in 
economic life. The tolerance of both the guiding and economic organs has 
decreased; the “threshold of irritation” is reached more quickly now than “in 
times of peace." The conflict between social and group interests--in the latter 
case, the integrated managerial interests-—come more sharply to the fore in 
civil law suits over unfair profits. 


As a legal category, unfair profit also reflects in its name that dilemma to 
which we referre? in the introduction to the article. Profit is an economic 
category; its ind cator, on the other hand, is an ethical category. 


The development of the economic guidance system and the exteasion of new 
entrepreneurial forme make it timely for us to deal with this problem once 
more. In the practice of state control, cases are occurring in increasing 
number where the realization of individual and group interests at all cost is 
in glaring violation of the value system that has been formed in society. 
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The “Agricultural Machinery” Story 


In her article “To What Extent Is Profit Fair?" in the 3 March 1983 issue of 
FIGYELO, Katalin T. Forgecs presented a number of specific examples of enter- 
prises, including that of the Szolnok Agricultural Machinery Enterprise. In 

the following, I shall show this in detail. This case is of great importance 
both from the viewpoint of the practice of legal application and the enterprise 
behavior that should be followed, but it can also offer interesting lessons in 
prevailing economic guidance or financial-economic control. Like the ocean in 

a drop of water, one can find in it the many contradictions of Hungarian economic 


reality. 


At the initiative of the Inspectorate of the Ministry of Finance, the Supreme 
Court--in the second instance and in a non-appealable decision—assessed a 
26-million-forint economic penalty on the Szolnok Agricultural Machinery 
Manufacturing and Service Enterprise. Since the establishment of the economic 
penalties, this civil case raised one of the biggest storms ever. Although the 
court proceedings lasted for more than a year, the waves of this case have 
continued to spread and despite the non-appealable nature of the decision have 
not quieted down to the present day. 


By way of background, it should be pointed out that for years the large farms 
needed high-performance circular baling machinery. However, the Hungarian 
agricultural industry did not manufacture such equipment. The possibility existed 
for acquiring only several dozen from the West. Recognizing this situation, the 
Szolnok Agricultural Machinery Enterprise purchased the circular baling license 
and at the same time requested (and received) an import permit for purchasing 
the spare parts necessary for domestic manufacture. A condition of that 
purchas. was that the enterprise would provide the countervalue for the imports 
by exporting the pickup adapter which belonged to the equipment but was manufac- 
tured by the Hungarian enterprise. 


In fact, however, the Szolnok Agricultural Machinery Enterprise purchased in 
1981 not only the license but also 200 units of circular baling equipment (the 
basic machine) together with reserve spare parts and supplementary accessories, 
and it sold these in unchanged form together with the pickups it manufactured. 
The price of the latter spare parts abroad was about five percent, compared 
with the price of the basic machine. The Szolnok Agricultural Machinery 
Enterprise sold the imported basic machines for 259,000 forints per unit and the 
added pick-up for 137,000 forints. That is, the price of its own product was 
more than 50 percent of the price of the basic machine. The price of the pickup 
is 1,500 French francs, which is about 12,000 to 13,000 forints. The enterprise 
did not document the costs of the pickup until later and during the court 
proceedings showed expenditures of its own of 26,000 forints. (The difference 
between the two sums--thet is, 111,000 forints--was classified as unfair profit 
by the Supreme Court.) in this way, the producer price came to a total of 
396,000 forints (259,000 plus 137,000), which was accepted by AGROTROSZT 
/Agcicultural Supply Trust/, which no longer exists. The letter organization 
increased the producer price by its own profit margin and sold 160 machines for 
400,000 forints to the large farms. According to the financial regulations 
which were vaiid at the time, the central budget supported the machinery 











investments of the large farms in such a way that it granted a 40 percent producer 
price subsidy to the sellers of investment items. ACROTROSZT (ACROKER /Agricul- 
tural Supply Enterprise of Pest, Nograd and Komarom Megyes/) received "he price 
subsidy of 160 complete circular baling machines, whereas the Szolnok Enterprise 
sold 40 units directly and for these received the price subsidies from the central 
budget (since the users paid 40 percent less than the producer price). The 
financial audit also established that the price of the domestically manufactured 
pickup was unrealistically high and that the calculation of the cost contained 
false data. A realistic price would have been considerably lower, an assessment 
which the enterprise understandably tried to refute. The enterprise argued 

that the price of the imported basic machine would have been about 30 percent 
higher if it had not bargained successfully, and therefore the “savings” 

belonged to the enterprise. Using legal means, the control apparatus brought 
action at the megye court and asked for the assessment of an economic penalty. 


Opposing Positions 


During the proceedings, great resources were mobilized to “save” the Szolnok 
Enterprise. It was supported by the Trust (which is understandable, for at 

risk were the reputation, respect and money of its own enterprise) and the OAAH. 
The enterprise also received moral support from authoritative organs. For 
example, the managing director was given the award "For Outstanding Work” during 
the course of the proceedings. A number of newspaper articles appeared presenting 
the equipment in question and the enterprise in a favorable light and by good 
timing sought to provide the enterprise with the support of professional views. 
The articles described the entrepreneurial spirit of the Szolnok Agricultural 
Machinery Enterprise director in such bombastic terms as a "credible wonder" 


and called him an example to be followed. 


The action brought by the Inspectorate of the Ministry of Finance for damages 
to the state and the large farms that used the equipment was dismissed in the 
first instance by the Megye Court of Venue. The case was appealed to *‘2 
Supreme Court, where the judgment in the first instance was changed, and a fine 
of 26 million forints wes assessed on the enterprise. Following this, the 
Szolnok Enterprise lodged a legal complaint at the Supreme Public Prosecutor's 
Office, but the complaint was rejected. Scarcely several weeks later, it 
submitted a request for a new trial at the Szolnok Megye Court. 


The Szolnok Enterprise's example is rather an extreme example of the conflict 
between economic and group interests, between profit and fairness. The reason 
for discussing it is not to be found in the professional interest in the case 
and the wrangling between the control apparatus and the enterprise. Rather it 
is to be found in the fact that with the rounding out of commodity and money 
relations, we must reckon more and more with the sharpening interest conflicts 
among those engaged in economic roles. The enterprise would hardly have drawn 
the string so tense unless by virtue of the personal relations of its managers 
it had not received encouragement. For example, in one of its articles at the 
end of 1982, the local newspaper informed its readers that “the secret of its 
/Szolnok Agricultural Machinery Esterprise’s/ success at the time was its 
expert price work, which could call on well-developed, very correct relations.” 
As already mentioned, the Supreme Court made its unfair-profit decision in 


October 1982. 
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Monopoly Situation! 


In her above-quoted article, Katalin T. Forgacs said she would regard it as 

good “if the control organs had not been hung up on the debate over unfair 
profit but tried instead to prove a monopoly situation and investigated as a 
reflection of this the price formation by management." But here the monopoly 
situation was fully obvious from the beginning; as we mentioned, the equipment 
was not manufuctured by anyone in Hungary, and only the enterprise in question 
received a license or import permit. To be completely exact, the Nadudvar Tsz 
/agricultural producer coop/ also bought baling machines (a different type but 
with approximately the same use value) from the same French factory, but at a 
price that was 100,000 forints less per unit. (These are used only by the large 
farms operating in the Nadudvar production system.) In its unique monopoly 
situation, therefore, the Szolnok Agricultural Machinery Enterprise (ab)used 

the concept that “every price is legal that the buyer is ready to pay." Thus 

it makes no sense to investigate the market share, because--as we have seen--the 
Szolnok Enterprise is the only supplier. Therefore, we must speak here not of 
competition but of monopoly. 


In this way the large agricultural farms received big price supports, and their 
price sensitivity, which was not too great to start with, was further dulled. 
(Since then price supports have been ended.) Knowing the price policy of the 
Szolnok Agricultural Machinery Enterprise, we need not wonder why the good 
production of Hungarian agriculture is coupled with large (at the domestic 
level) expenditures. 


Another lesson in this case is that the large farms which suffered harm did 
not present claims for damages, although--if we want to be consistent--the 
Szolnok Agricultural Machinery Enterprise as well as AGROTROSZT, whether 
deliberately or not, realized unjustified profits in their prices. 


This action of the Szolnok Enterprise was not a capitalist import investment 
(as the enterprise asserted in its defense a number of times) but a transaction 
for converting dollars (to put it exactly, French francs) to forints. 


We cannot take the position that “the true price controller is the buyer himself" 
where there is competition and where true market relations characterize the 
economy. The development of commodity and money relations and the strengthening 
of the orientation role of profit place increasingly greater tasks on the state 
control organs. To protect the public interest, we continue to need regular 

and consistent price controls by the authorities and-—-in cases like that of the 
Szolnok Agricultural Machinery Enterprise--strict sanctions. 
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PARTY COMMITTEE DEBATES REFORM PROGRESS REPORT 
TRYBUNA LUDU Report 

Warsaw TRYBUNA LUDU in Polish 26 Apr 83 pp 1, 2 

[Article by JM: "A Necessary Consequence”] 


[Text] On 25 April the Commission for Economic Reform and 
Economic Policy of the PZPR Central Committee reviewed 
the "Report on Execution and Results of Economic Reform in 
1982," which had been revised on the basis of suggestions 
made thus far. 


Stanislaw Opalko, a member of the Central Committee Politburo presided at 
the meeting. The government plenipotentiary for matters of economic reform, 
Prof Wladyslaw baka, and deputies and secretaries of the provinces and plant 
echelons of the party also participated. 


As Prof Wladyelaw Baka said, the decision to begin economic reforms in 1982, 
despite exceptionally disadvantageous circumstances, was proper. Although 
it was not possible to avoid all mistakes, practical application of reform 
mechanisms at least had an effect on activating production, freeing 
enterprise initiatives, and making qualitative changes in the economy and 
management. As time went by, it was more and more effective in stimulating 
the economy; it helped to initiate the process of emerging from the crisis. 
If it were subjected to criticism, this would be not from the point of view 
of principles, but rather with respect to the concrete solutions which are 
being improved and will continue to be improved. As matters of fundamental 
significance, we must recognize consolidation of the position of enterprises 
acting on the basis of the three "S's," consolidation of the strategic 
function oi the central plan, broadening of the area of competency, and 
accountability of district elements of authority. The price reform was 
necessary not only from the point of view of market balance, but because of 
the need to base activity of self-financing enterprises on cost effectiveness. 
Most of the plants utilized the new solutions in a proper manner, although 
there were also those that made high profits by raising prices without 

- improving management. 
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In the modified financial-economic rules, mechanisms to counteract similar 
practices and set a trend toward more effective management were included for 
_ the current year. Among the problems to be solved, in the first rank 

Prof W. Baka cited the need to insure consistency between economic policy 
and the new legal-institutional system and with systems-type solutions 
resulting from the reform. This pertains especially to government projects 
of the social-economic plan for the years 1983-1985, and to savings and 
anti-inflation programs. In accordance with the 19 April resolution of 
the Politburo of the PZPR Central Committee and the Presidium of the govern- 
ment, both the anti-inflationary and the savings programs must be based on 
economic reform mechanisms and sust form an integral unit. 


The discussants, evaluating the report positively, called attention at the 
same time to the need for further improvement in the reform mechanisms. It 
is, they said, not a one-time act, but a process that develops under 
difficult and changing external and internal conditions. If the reform is 

to have a more active role in revitalizing the economy and returning its 
balance, then it must be realized more effectively, must show preference for 
the better managed enterprises that coordinate their own interests with 
common needs, and must at the same time make enterprises that work poorly 

and inefficiently suffer the consequences. Independence must go hand in hand 
with accountability for the consequences of the activity. 


Special attention must be given to improving the mechanisms that constrain 
broadly conceived reorganization. The program of saving that is a 
condition for production is not a one-time act. Therefore there must exist, 
independently of commands, such instruments as would incline enterprises 

to continuous economies in raw materials, supplies, energy, and fuel as 
would favor reorganization of employment and decrease in prices. 


"Economic reform," said Stanislaw Opalko, "is being introduced in the most 
difficult period. It has political proponents and opponents as well. We 
will not abandon reform. We will develop it, and not only during this year, 


but in future years. Our economy requires this." 
ZYCIE GOSPODARCZE Account 


Warsaw ZYCIE GOSPODARCZE in Polish No 18, 1 May 83 p 13 


{Article by TJ: "What Is Happening With the Reform?"] 


[Text] The Economics Commission of the PZPR Central 
Committee held a meeting on 25 April presided over by 
S. Opalka, a member of the Politburo of that 
committee. The course of executing economic reform 
was evaluated. 


A point of departure for the discussion was the introduction of the 
plenipotentiary, Prof W. Baka, who, after a discussion of the report on the 
execution of the reform in 1982, indicated five of the currently painful 








places in the reform and five matters that required resolution most 
urgently. 


The first is the matter of temporary solutions. There are several of these 
in the reform, and they pertain to the most important areas and cause much 
controversy (especially the materials supply system). In the opinion of 
the government, said one official, circumstances in 1984-85 will not yet be 
such as to warrant the introduction of final solutions, but this does not 
mean that the period during which temporary solutions are binding will be 
automatically extended in their present form. They will be modified 
according to resolutions contained in the documents of the 3-year plan. 


The second problem is achieving consistency between directing the national 
economy and its functioning under conditions of the reform. The weakness of 
the first year of executing the reform was a lack cf such consistency; the 
3-year plan creates objective conditions that will eliminate this weakness. 


The third problem is introducing effective mechanisms to reinforce production 
factors. With respect to supply of goods, we must improve the system of 
government orders and eliminate operating programs. With respect to the 
workforce, the reactivization of work pensions and activation of the process 
of worker transfers are indispensable. 


The fourth problem is improving the solutions that lead to management 
efficiency. The following is indispensable for this: reconstruction of the 
tax system, (especially a conversion to a linear income tax and collecting 
turnover tax at turnover points); basing prices on normative cost 

accounting, and improving plant motivation systems-—-because for this year (at 
least) the so-called great reform of wages does not have a chance. 


Finally, and perhaps most importantly, the matter of forming social 
consciousness with respect to reform and for reform. Here the key question 
is the correct development of labor autonomy. Lacking this element, the 
reform will never be what it should and gust be. 


A critical tone, marked by disquiet concerning the future of the reform, 
was quite clearly evident in the discussion. It was indicated that the 
report was honestly worked out, but at the same time that it is, as Prof 
J. Soldaczuk said, a bit too polite and delicate, and makes one look between 


the lines for certain important truths. 


Z. Malicki, a deputy invited to the meeting, described the discussion of the 
reform in the Sejm (sew ZYCIE GOSPODARCZE, 15-17), emphasizing that a small 
group of defenders of the reform had no success in the course of that 
discussion and were not able to avert a return to hand directing the eccnomy. 
The weakness of this method, as deputy Malicki stressed, is not cnly that 
it depends on its proven, tangible economic ineffectiveness, but most of all 
on the fact that it reinforces a false economic consciousness in the 


community. 
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If we want to survive the crisis, the basic factor in restructuring this 
consciousness, should have been according design, and must be to leave the 
enterprises to face the consequences of their own work. Unfortunately almost 
all the rigors that were to be part of the reform were left more or less 
weakened. With regard to the enterprises, this means that the administra- 
tions and staff are still convinced that everything depends not on work, 

but on external factors. 


Deputy Malicki suggested that we lack political determination to introduce 
severe economic rigors. For this reason the administrative center yields 

to pressure of various interest groups, and resorts to discretionary methods 
of management. As long an enterprise does not perform in fear for its 
existence, so long will the economy be ailing. This fear must not pertain 
exclusively to the prospect of failure. Who knows but that fear due to wage 


insolvency may be more important. 


Prof J. Soldaczuk spoke in the same spirit; he noted that our biggest 
problem is inability to reconcile economic rigorism with the functions of a 
protective government. Overdeveloped protective functions of the government 
are, in this case frequently a screen that hides variously motivated 
indisposition on the part of the central and district administrations 

toward economic rigors and by the same token, to the reform that these 
rigors were to introduce. 


In connection with this matter, essential to the future of the reform, said 
Prof Z. Kamecki, is the prompt conclusion of the process of reforming 
structures and functions at the central level of government, initiated in 
1981 and interrupted. Without this, it will be impossible to achieve 
consistency between economic policy and reform principles. As the report 
proposes, this reform cannot stop at the ministerial level, but must go 
higher, that is, it must eliminate the multitude of recourses at the disposal 
of management, and it must go lower, for example, it must stop the process 
of very rapid transformation of old associations into new associations. 


J. Kolodziejczyk supported these opinions; he stated that from the position 
of the enterprise, there is evidence of clear symptoms of a regression of the 
economic administration to working in the old style, relying on allotments, 
indicators, directives, licenses, prohibitions, and paper programs that 
hamper independence, are contrary to intentions, and stifle actions of 
enterprises that favor efficiency. 


Efficiency cannot be extracted by this kind of spur-of-the-moment 
administrative action, stressed W. Solinski; efficiency must be the product 
of reform mechanisms. Why do we, instead of improving these, reach for 
solutions that are not along the line of reform, such as, for example, the 
savings program? Increased savings are, under our circumstances, 
indispensable, but the program should be a sum of the economizing activities 
of enterprises. Meanwhile, as B. Rogala noted, through the channels of the 
associations, agencies give plants most varied assignments, directives, 
indicators, and terms pertaining to executing savings programs. No real 
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savings will be effected in this way, but much paper and people's time will 
be wasted. B. Rogala stressed that she would like very much for the 
savings program to be integrated with reform, as Minister Baka said, but 

in light of evidence thus far, this does not seem at all possible. 


Summarizing the discussion, S. Opalko stressed that despite all the 
adversities, there can be no retreat from reform. The way gust be 
consistently cleared for reform, its solutions must be consistently 
improved, and its rigors consistently observed. 


2950 
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POREIGH TRADE PROBLEMS, CONDITIONS DISCUSSED 
Export-Import Policy 
Wersew RZECZPOSPOLITA in Polish 3 Mar 83 p 3 


[Article by Tomasz Bartossewics: “Anti-Import or Pro-Export Policy. Sad 
Necessity Is Hot a Virtue") 


{[Text] The definition “anti-import production” had in our 
country a giddy success in the last months. The reasons 

are clear: drastic limitations of the import possibilities 
from the second payment area [capitalist] countries confronted 
our economy with a "fait accompli”. 


Because there was no physical possibility of continuing the supplies of many 


materials and components that are indispendable for production, they had to be 
it seems sometimes that some publications 
in 


reality a sad necessity, in the 
bas 
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played by foreign trade in the national economy. 
economics knowledge. One of 
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1962, when our export increased by nine percent (in fixed 
prices) with a simultaneous drop of industrial production by sbout six percent 
share of 


(met production), the export production in the total industrial pro- 
duction was 13-14 percent. The same index in most of the other CEMA countries 


Even during the period of an apparent profusion of imports in the 70's, the 
share of the supply-type import in the production of our industry ¢id not 

low and witnesses, basically, 
dropped in the last years, and 

















because the import-dependent production was falling by this amount due to the 
decrease of the supply-type import. 


Costs of Anti-Import Policy 


The anti-import policy is, by its nature, 
necessitates production for domestic use 
imported from abroad. The manufacture of most of the products is profitable 
only on a sizable scale (from which comes the notion 

“economics of scale"). In the case of a medium-size country, as Poland is, 
the condition of profitability is production covering domestic needs, and 
also production for foreign customers. Limiting 

results automatically in the increase of cost 
international distribution of labor. 


The above does not apply, of course, to a situation where we are able to take 
advantage of our own raw materials instead of importing them, as it has been 
in the famous case of chalk for the production of toothpaste or numerous, 
unfortunately, examples where coproduction imports is simply a result of the 
so called “difificulties” in instituting license production. In both of the 
mentioned cases it is not so much a question of the "anti-import” production 
in the economic sense of this word, as of rational utilization of domestic 


supplies and production capacities. 


An additional cost of anti-import production is the reduction of quality. We 
observed this phenomenon the past year--it took on particularly alarming 
dimensions in export production. In the case of some machines exported to 
the second payment area countries the number of claims was much higher than 
the number of exported machines! The problem was discussed many times during 
the meeting of the Sejm's Foreign Trade Commission. 


The most serious "sin" of the anti-import policy is, however, first of all an 
excessive expansion of the number of manufactured items and reduction of 

the level of specialization in production. The results of these events are 
long-lasting and we shall not fully feel them until a few years from now. 


Pro-Export Structures 


The antithesis to the anti-import policy is the pro-export one. It is based 
on the assumption of a fast increase of exports, making it possible to keep 
the scope of import that is necessary for the economy. The increase of the 
export to the second payment area countries by one billion U.S. dollars set 
for the current year, a very ambitious plan in face of the continuing reces- 
sion in the West, can be read off, maybe, as an attempt to pass from the 
anti-import policy forced by the circumstances, into the pro-export one. Not 
seldom, however, can one hear the opinion that there is a too small correla- 
tion between the export plans and the investment policy, which always was the 
"Achilles heel" of our economy. The investment plan for the nevt few year: 
seems to be rather a resultant of various ministerial pressures (and not only 
these) than a conscious plan for the restructure of the economy aimed at 


giving the economy 4 more pro-export character. 


73 














To believe that keeping the present economic structure we will be able to 
increase the free foreign exchange export by 18-20 percent yearly is an 
illusion, but only such an increase rate will make it possible to come out 
gradually from the crisis. The export of raw materials and fuels shall, 
probably, reach its top value already this year (and it depends, moreover, to 
a high degree on the price fluctuations), but the export of the processing 
industry promises at the present production structure no chances of a fast 
increase. The only branch that has a potential possibility of development is 
the building and assembly services, because in this branch there is in the 
country no lack of capacity. But here are also some difficulties, resulting 
from the reduction of investment programs in the OPEC countries, which are 
our main outlet for this type of export. 


How to find a way out? 


Does there exist any way out from the present situation? I say “yes,” if the 
pro-export type policy will become a real motivation for the economic 
activities. 


First: some of the elements of the reform are to be introduced sore 
courageously. It has been told a lot, e.g. about the foreign exchange bid- 
dings that had to be organized already this year, for a while on the principle 
of an experiment. It came out, however, that there will be no biddings 
because...according to the opinion of the Ministry of Finance a double 
eachange rate for the U.S. dollar is inadmissible. In this way falls through 
the possibility of financing fast profitable pro-export investments that do 
not find place, for various reasons, in the central plan. 


Second: so far, there has not been elaborated any system of incentives for 
the enterprises aimed at changing their production profile from the enter- 
prises aimed at changing their production profile from the viewpoint of export. 
So, we have still about 40 percent of the capacities in our industry that are 
not used and wait until somebody will take pity and give an order for a so 
called “service processing.” And in some cases (particularly in the machine 
industry) it would be possible to start, at a relatively low cost, new types 
of production. But it requires invention and financial benefits for the 
enterprise (e.g. in the form of reductions in the income tax and allowances 
for the Vocational Activization Fund). Such a system is, however, not being 
introduced because...of the fear of an increased inflation pressure. 


Third: it is necessary to start, finally, a more active participation in 
the specialization program within the CEMA. It is known that in the 1970's 
we lost many chances, but it is not too late to undo the mistakes. So far, 
it surely happens not euch enough in this matter, although we have an 
exceptioanlly advantageous political climate. 


The pro-export strategy requires, then, the undertaking of adequate decisions 
and their consistent realization. But there exists no other way and, even 


so, it would be a make-believe way, leading astray. 














Foreign Exchange Allowances 
Warsaw ZYCIE WARSZAWY in Polish 14 Mar 83 p | 


{[Article: "360 Million Dollars on Accounts, Only Every Third One Spent. 
Foreign Exchange Allowances an Incentive To Export”) 


{Text} After many years of enterprises’ complaints that 
export is unprofitable, this argument for ihe justification 
of the weak expansion of Polish manufacturers in the inter- 
national market is not being used any longer, and not only 
in interviews with journalists. True enough, the being in 
force exchange rate for foreign currencies does not satisfy 
the manufacturers, but there were introduced supplementary 
export stiswlators, both in zlotys and foreign exchange, 
that fully content them. It is even possible, in the last 
time, to hear a statement that the export is being paid too 
such for, thus its effectiveness not being forced. It is 
difficult, however, to expect that the export production, 
representing slightly more than 13 percent of all industrial 
products manufactured in the country, shall be able to extort 
effectiveness if it is not being extorted in the whole 


management area. 


But it is true that, although no orders were used for the first time in the 
foreign trade, the tasks were carried out by the enterprises accordingly to 
the plan prerequisites and sometimern even above the expectations. True 
enough, the departure from the order-type system was not always the result of 
mot wanting to use orders, but if the ministries had decided to use them they 
would have, according to the bill on enterprises, to ensure adequate supplies 


of foreign exchange means and they were unable to do this. 


But there happened essential changes in the very limited supply system of 
foreign exchange. Apart from the distribution by the interministerial team 
for import control, acting for the Planning Commission (for the operational 
programs, the needs of the nonproductive sector and, in general, for the 
centrally planned import) there has been introduced a chance for the direct 
gaining of foreign currency by the enterprises themselves. The enterprises 
that are exporting to the free foreign exchange area can dispose of a part of 
foreign exchange incomes fcr their own import demands as well as those of 
their coproducers. 


It has been accepted that foreign exchange allowances became an extremely 
important incentive to export. Im the practice they were and are, so far, 

the only source of foreign exchange that the enterprises have any influence 
upon (the introduced allocations by bidding do not ensure such a guarantee). 
Because of the drastic reduction of means for the free foreign exchange import, 
this was sometimes the only possibility for making small purchases which were, 
often, decisive for continuing the operation of installations. But it is 
significant that the system of foreign exchange allowances, in the contrary to 
the means received by distribution, induces to a more frugal spending of 
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convertible currencies. Quite simply, the foreign exchange that has to be 
worked for is in a higher esteem. So, although the enterprises were authorized 
to dispose freely of the foreign exchange allowances, they have spent the 
past year only every third dollar from the gained means, leaving the rest for 
the urgent needs foreseen the next year. 


In total, 1328 enterprises received last year the right to usi the foreign 
exchange allowances. The Commercial Bank [Bank Handlowy] openei for thes 
397 individual and collective accounts. The total amount accumulated on 
these accounts was about 360 million dollars, what asakes about 6.4 percent 
of the value of export to the free foreign exchange markets. It is charac- 
teristic that in most cases these means vere provided for a suppla-netary 
import of the electromachine and chemical industry products. Relatively small 
sums were transferred by the owners of foreign exchange accounts to their 
domestic suppliers despite of their demands for the repayyent of the foreign 
exchange import. The transfers between the owners of the foreign exchange 
allowance accounts amounted less than 17 million dollars and to the accounts 
of coproducers there was transferred an amount of 3.2 million dollars. It is 
characteristic, however, that the coproducers used only 300,000 dollars, but 
in the same time they imposed a high pressure upon the ministry aimed at 
receiving allotments of means for coproduction and supply purposes. 


The system of foreign exchange allowances is in force also the current year 
but the rules provide actually a possibility of reducing their rates in case 
of a low profitability of the export. They assume also an increase of the 
foreign exchange allowance rates for these enterprises where conditions exist 
for an increase of profitable export. There have also been introduced ters 
interest rates for the foreign exchange allowances deposits. It has to be 
realized that this way of supply is a kind of a rescue, but neither the 
centrally distributed foreign exchange means nor the allowances ensure the 
fulfillment of manufacturers’ import needs. Unfortunately, after years of 
contracting credits there will be for a long time no abundance of foreign 
exchange. It is thus important to let it be disposed of by those who are 
increasing the export to the most preferable directions. The foreign trade 
was given, after all, the role of one of the fundamental flywheels that have 
to incite the growth tendencies in the economy and initiate the process of 
its coming out from the crisis. 


Entorprises Polled 
Warsaw ZYCIE GOSPODARCZE in Polish No 13, 27 Mar 83 p 13 
[Article by Jozef Sobota: “In Foreign Trade. What System Is Being Born..."] 
{Text} An analysis of the foreign trade control system in the past year has 
been elaborated by National Economy Institute. The analysis was based upon 
the results of polls carried owt at 44 enterprises (the first phase of these 
polls were discussed in ZYCIE GOSPODARCZE No 31/82). 


Prior to starting a discussion on more detailed problems, it is worth while 
to record the following observations related to the export production and 
the entire foreign trade last year: 
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--The control system of foreign trade was characterized by multiple solutions, 
from quite new ones, never used so far, to those specific for the order-and- 


distribution systes. 


--Among the exporting manufacturers predominated enterprises whose share of 
import in the total sale value does not exceed 15 percent and whose share of 


import in the costs of materials is not higher than 20 percent. 


--The profitability of export to the first payment area [socialist countries] 
was significantly higher than to the second payment area. This profitability 
is, in a high degree, a result of favorable contract prices, paid the enter- 
prises by foreign trade companies. Enterprises that are exporting their 
products at transaction prices have a definitely lower profitability. Cases 
of unprofitable export, particularly to the second payment area, are not rare. 


The majority (63 percent) of enterprises exporting their products fulfilled 
the formal and legal conditions authorizing them to apply for a license to 
perform direct export and import activities. Until the end of 1982 none of 
them came in for this privilege, and they kept the traditional form of for- 
eign trade, i.e. by the agency of special foreign trade enterprises. 

Despite the existing institutional conditions ensuring that the monopoly of 
foreign trade is no longer exclusive, a trend to break through this monopoly 
has not been observed. This phenomenon seems to be characteristic for the 
whole socialized economy because until the end of 1982 the Foreign Trade 
Ministry received only 104 applications for licenses for foreign trade 
activities and 4 manufacturers were given them. The poll answers show that 


the following hinders from extending the use of licenses: 


--lack of the manufacturer's organizational readiness for direct carrying out 
the foreign trade activities; 


--lack of personnel with experience in the foreign trade problems (it was not 
rare that qualified employees left these enterprises for the foreign trade 
companies where they were paid, as a rule, high salaries); 


~-fear of too high costs of servicing the trade in relatioa to the value of 
the export carried out; 


--in some, not numerous, cases, the action of foreign trade enterprises 
aiming at slackening the manufacturers aspirations to independence within the 
foreign trade area. 


The difficulties in breaking through these barriers are inducing most of the 
enterprises to continue the system of the intermediary of foreign trade 
companies, also for the future. Beside those enterprises that accept the said 
form of the organization of export products sale, there are also other ones 
that intend to apply for a license, individually or within an association. 

The last form of getting independent from foreign trade enterprises of making 
the association a kind of counterbalance in negotiations with foreign trade 
enterprises may get more popular the moment the organization of associations 
will be stronger, but this relates to a relatively small group of enterprises. 











As results from polls, enterprises that decide to keep the traditional 

variant of export organization are inclined to accede to commercial companies, 
believing that this form of the relations “manufacturer-foreign trade enter- 
prise” shall ensure them a bigger influence upon the foreign trade enterprises 
activities. They expect to be able to get involved in a auch more active 

way in the process of negotiations with foreign customers and participate, 

as their partners, in the distribution of profits of the newly created 


commercial companies. 


Other recorded activities, aiming at the limitation of the manfuacturers' 
dependence on foreign trade enterprises were: first--the efforts to negotiate 
with foreign trade enterprises for the creation of a mixed branch office, 
including representatives of the exporting enterprise and of the foreign 

trade enterprise; it is considered that this would enable to train ow cadres 
for future foreign trade organization and servicing. Second--the preparations 
of manufacturers to apply for a license concerning a determined outlet, mostly 
the one that dominates in the manufacturer's export. 


Despite various activities of the manufacturers, a thesis can be formlated 
that the interest in independent export-import activity is not too big and 
there is no evidence that it will be different in 1983. This kind of atti- 
tude of the manufacturers cannot be explainei by the above mentioned 
difficulties only. It seems that the reason is to be looked for as well in 
methods of determining prices and of clearing accounts in foreign trade. The 
adopted solutions are competing successfully with the idea of manufacturers" 
autonomy in foreign trade. The use of high contract prices by foreign trade 
enterprises in clearing accounts with manufacturers holds up, in a very 
effective wey, the process of breaking through the monopoly of foreign trade 
enterprises in foreign trade. 


The clearing of accounts in the export boile down to the principle that the 
manufacturers are trying to ensure for themselves a profitability not lower 
(and mostly higher) than the one in domestic sales. For imports the principle 
is being adopted that man-facturers-importers pay for imported goods not less 
than for similar domestic goods or their substitutes. Adoption of said 
principles, and particularly of those related to export, caused a limitation 
of the principle of using transaction prices; and this means turning away 

from the commission agreement in foreign trade. Within the polled group of 
enterprises, there appeared three possible variants of accounts for the 


exported goods: 


--for the goods that are to be given official prices, a foreign trade enter- 
prise pays the manufacturer-supplier the official price with a discount for 
the prospective commercial margin and turnover tax. If the official price 
for the exported good is different than the current transaction price, the 
foreign trade enterprise pays compensatory liabilities or receives the sur- 
charge. This type of clearing the accounts was used with the metallurgy 


industry enterprises. 


--when the exporting enterprise sells its products by the agency of a foreign 
trade enterprise on the basis of a commission agreement at transaction prices 
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and this export is unprofitable, not fitting in the dollar or ruble rate of 
exchange in force, the enterprise that manufactures for export receives 
compensatory surcharges. Within the poll one-fourth of the enterprises, 
and mostly in the machine industry, carried out their clearings of accounts 
in transaction prices. 


A definite predominance in the methods of clearing the accounts had the third 
variant; 63 percent of the polled enterprises used this method of clearing 
their accounts. By the said variant, the manufacturers sell their products 
the foreign trade enterprise at contract prices, equal or near to the domestic 
prices based on the formula of costs plus 10-15 percent profit surcharge. 

The contract price calculated this way ensures the manufacturer, in general, 

a much higher profitability than the prospective transaction price, thus 
leading to a use of compensatory surcharges by the foreign trade enterprise. 


Domination of contract prices in clearing accounts in export results in 
acceptance of a deficiency of interest in export profitability from the 
manufacturer cide. Contract prices ensure tham a high export profitability, 
independently irom the level of the transaction price and costs, passing on 
the whole burder of concern for the profitability on the foreign trade enter- 


prise, and in fact, on the national budget. 


From the polled enterprises, 84 percent had foreign exchange allowance accounts 
and one-fourth of them benefited of a collective foreign exchange allowance, 

by the agency of a foreign trade enterprise. The highest rate of foreign 
exchange allowances, to an amount of 50 percent of incomes in convertible 
foreign exchange had two pharmaceutical enterprises; the lowest ones in the 
amount of 4 and 2 percent had the msetallurgic enterprises. 


The average rate of foreign exchange allowance was 25 percent. The allowed 
rates of foreign exchange allowances were, as a rule, lower than those applied 
for by the enterprises; according to the opinion of the enterprises, this 
compels them to apply for an allocation of foreign exchange from the central 
pool, in order to fully cover their import needs. Manufacturers that have a 
foreign exchange allowance (one-third of those possessing a foreign exchange 
allowance account) often transferred foreign exchange means to their co- 
producers for covering a part of their foreign exchange demands. There are 
also known facts of transferring foreign exchange means for the needs of the 
association. The purpose of the last-mentioned practice is to ensure foreign 
exchange means for enterprises that do not export their products or export 
them to the first payment area, but are members of the same association. 


A definite majority of enterprises was free in disposing of the collected 
means. In a single case only, the dispoment of the account (a manufacturer of 
chinaware) exporting by the agency of a foreign trade enterprise, expressed 
the opinion that the foreign trade enterprise usurps the right to make de- 
cisions concerning the method and time of using the means on subaccount within 
the account of this foreign trade enterprise. This incidental case does not 
change the fact that the possibility of free disposal of accounts, and 

the bank operations that were performed, partly allayed fears expressed at 

the beginning of 1982 concerning the possibilities of blocking the means on 
the foreign exchange allowance accounts or making difficulties in using then. 
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Characteristic is a relatively low degree of use of foreign excl ange means. 
It amounts in the average to one-third of the means put aside, which can be 


explained in two ways: 


First--enterprises handle their own means as an emergency and final source 
for covering their liabilities and apply, first of all, for centrally distrib- 
uted means. From this form of obtaining foreign exchange more than 60 percent 
of polled enterprises profited. Only in a few cases (light industry enter- 
prices) the foreign exchange allowance was the main or only source provided 


for covering import needs. 


Second--implementation and activization of this solution required time, which 
permits one to believe that more active operations of the self-financing 


mechanism shall take place in 1983. 


Activization of self-financing may be associated also with the following 
reasons: 


--owners of foreign exchange allowance accounts shall have, probably, many 
more difficulties in obtaining foreign exchange import means from the centrally 
distributed pool. Foreign exchange allowances will be, therefore, for many 
manufacturers, if not the only at least the main source of financing foreign 


exchange; 


--exporters will be under strong pressure from coproducers who can make all 
their coproduction deliveries dependent on the allocation of a share in the 


allowances; 


--the methods of using foreign exchange allowance accounts, not only for 
export production supplies, will be dealt with in a much more flexible way. 


The opinions of all enterprises seem to confirm the view that foreign exchange 
allowances are the most effective instrument for foreign trade control. 


The rate of allowance that would guarantee a broader range of foreign exchange 
self-financing and provide foreign exchange means for the enterprises that 
cooperate with the manufacturer of finished goods, still remains an open 
problem. The enterprises’ demand for a flow of free foreign exchange means 
between producers merits consideration and taking into account in future 
solutions. It would increase interest in the degree of exploiting those means. 
Said solution could supplement the principle introduced in 1983 of buying 
foreign exchange at free-commercial prices in the commercial bank's money 


market. 


Lastly, when considering foreign exchange allowances, it is worthwhile to 
discuss the probles of the hopes of procucers to export at any price in order 
to ensure for themselves foreign exchange allowances. Even if one understands 
the necessity of export, it is difficult not to see the negative facts related 
to the pursuit of this aim, as e.g. nonfulfillment of coproduction agreements 
within the domestic economy, that could results, as a consequence, in losses 
relatively higher than the immediate effects of the export. 











In the first stage of the polls on the reform, conducted during the first 
half of 1982, one of the most often-mentioned demands was to individualize 
the profit from export from the total financial result and charge it with a 
different, more lenient, income tax rate (a flat rate or mildly progressive). 
In August 1982 the Council of Ministers’ bill No 182/82 introduced income tax 
reductions related to the value of the goods and services exported in trans- 
action prices and its increase relative to 1981. Payments from the fund for 
the work force's participation in the profit are, within 20 percent of received 
reduction, not liable to liabilities for the Vocational Activization Fund (the 
same reductions are also in force for 1983). Because of the too-short 
operative period for reductions of this type, it is difficult to evaluate 
their efficiency towards intensification of export. Information gathered from 
.enterprises was limited to statements that they are entitled to those reduc- 
tions; it has been also stressed that introduction of modifications of the 
system in the middle of the year favors those who hid their reserves in order 


to use them when they see profits coming from this fact. 


Something of a surprise is that only two of the polled enterprises mentioned 
prices or bonuses for the increase and improvement of export profitability. 
This may be explained by the fact that not all enterprises had elaborated the 
systems of paying bonuses, and in the future this kind of bonuses will be 
implemented, or that it was thought that such incentives are superfluous and 
enterprises will content themselves with tax reductions. 


In 1982, besides the new forms of foreign trade control, such as licenses and 
allowances, there functioned as well solutions typical for the orders-and- 
distribution system. This type of solution includes the operational “export” 
program and allocation of foreign exchange in a centralized way. The opera- 
tional program authorized the principle of priority in the case of raw and 
other materials and of energy, as well as the principle of determining the 
magnitude of export tasks without participation of producers. 


This definition of the operational program role aroused fears that interfer- 
ence in the self-management of the enterprise may go too far, but with the 
passage of time this opinion waned. Reality turned out to se quite different 
than the fears expressed because a general scarcity of supplies made it 
impossible to provide full supplies under the operational program, and the 
activities of plenipotentiaries for operational programs did not take a 
drastic orders-type form. The definite majority of poll participants 
foliowed the "export" program; they also stated that it had no decisive 
influence on their covering of raw and other materials demands, but this does 
not mean that it had no influence at all. It did not limit in an essential 
way their independence in settling their export tasks either. 


Allocation of foreign exchange in a centralized way was for many enterprises 
the main source for covering their liabilities arising from import. They were 
entitled, formally, to an allocation of foreign exchange by the fact of their 
participation in carrying out the operational programs, but the number of 
these programs and the simultaneousness of their realization makes it impos- 
sible to determine to what degree participation in a specific program 
influenced the amount of foreign exchange allocated. In the group of polled 
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enterprises more than 60 percent profited from the allocation of foreign 
exchange, thus a situation was being created where foreign exchange allowance 
accounts were looked on as an emergency source of foreign exchange. 


Among polled enterprises there was a big differentiztion of import needs 
resulting from the type of enterprise and the degree of processing the final 
product. According to the opinion of the enterprises, the degree of ful- 
fillment of import demands was insufficient, cauing a drop in production or 
its continuation on the basis of domestic substitutes. The use of domestic 
substitutes was the reason, in some of the enterprises, for a decrease in 
quality of production and increase in costs. 


This paradoxical situation cost-increases with a simultaneous fall of 
production quality is frequently a result of higher prices for domestic 
substitutes and the necessity to introduce changes in production technology 
for its use. The situation forced producers to accept any price proposed by 


the suppliers. 


The increase in prices for imported raw and other materials varied from 5 
percent (for the tool industry enterprises) to 60 percent (for a chinaware 
enterprise). The average price increase was about 40 percent. Liabilities 
resulting from import were covered, mainly, from the means acquired from 
central distribution and, secondarily, from means put aside on the foreign 
exchange allowance accounts. An activization of this second form of covering 
liabilities has been noticed in the second and third quarter of 1982; it 
resulted from the fact that enterprises collected the means that cover pro- 
spective liabilities. A reduction of foreign exchange credits contracted by 
enterprises was observed generally. It resulted, i.e., from an excessive 
interest rate for these credits. Only one instance of acquiring this form 
of financial assistance has been recorded--the credit was contracted by a 
motorcar industry enterprise for a period of 4 months. 


Recapitulating, in 1982 the system of foreign trade control consisted of 
various solutions, from innovative ones of the license and foreign exchange 
allowance type, to solutions typical of the orders-and-distribution system, 
of the operational program and central foreign exchange allocation type. 
Evaluation of the effectiveness of operation of these solutions cannot be 
treated as a general attempt to evaluate the reform within the foreign trade 
sector. It seems that the above-mentioned remarks can be treated as signals 
concerning prospective operational directions of said solutions. 


It may be noticed that the lack of incentives barrier to export, particularly 
sharp in the first half of 1982, has not been totally broken through. One of 
the reasons may be the disinclination of enterprises to improve the quality of 
their products (in order to make them competitive on international markets) 
because the role of a monopolist in the domestic mirket and the “hunger of 
goods" in this market enables the ©.‘ :'ng of disproportionate profits in 
relation to the efforts put in mam «c' .re of the product and to its quality. 
On the other hand, the desire to ri ©’ 2 foreign exchange allowances induced 
enterprises (and mainly those manui ing investment goods) to activize 
their export, even at the price of decreasing export profitability, compensated 


on the domestic market. 
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The growth in the use of the contract prices sector in foreign trade, exempting 
the manufacturer from his responsibility for effectiveness export of delivered 
goods and charging the national budget with the losses, is disturbing. It 
would be, therefore, reasonable to reestablish the principle of iinking the 
manufacturer's interest to the level of transaction price, at a simultaneous 
reduction of the possibility of arbitrary determination of the price for those 
goods in domestic trade. This would reduce the possibility of passing on 
responsibility for losses from ineffective export to domestic customers and 
consumers. It may be that this solution will force exporters to look for new 
ways to increase export profitability by providing favorable transaction 
prices. The further expansion of the principle of foreign exchange self- 
financing, which should become the main source of import supply provided for 
covering the demands of the exporter and his coproducers, will be an important 
factor for increasing export possibilities. 


First Year of Reform 


Warsaw EXPRESS WIECZORNY in Polish 31 Mar 83 p 3 


[Article by Kazimierz Krupa: "Or the Crisis Path. Foreign Trade Regains 
Lost Markets" ] 


[Text] Social attention has concentrated lately mainly on 
price increases and subsequent movements within the economic 
reform. It seems that the debt payment problems of our 
country, which still were some months ago the subject of 
loud discussions, moved in some way to the background. 


It should be remembered, however, that indebtedness is still hanging over us 
like a sword of Damocles and influencing not only foreign trade, but the whole 


economy as well. 


The past year--the first year of economic reform--brought large changes in 
the operational principles of our foreign trade. The first effects of the 
introduction of these principles have been also visible. Exports attained a 
high growth rate and for the first time in many years we acquired a positive 
balance in trade with capitalist countries and the geographical and goods 
structure of our trade was altered. 


Dollars in the Factory Cash-Box 


Operating conditions were very unfavorable for foreign trade last year, and 
this happened for reasons beyond our contro’. The difficulties were caused by 
the economic sanctions imposed on our country by some capitalist countries. 
The finishing touch of this story was the suspensions of most-favored-nation 
status in trade with the United States in October 1982. 


Stagnation in capitalist countries’ processing industry continuing now for 
some years was equally unfavorable, making difficult the sale of our products, 
and particularly of machine tools, electric machises and household axpliances. 
Protective barriers used set back world trade in these sectors. 
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But although international conditions seemed to conspire to ruin us, changes 
of the principles of our enterprises collaboration with foreign companies 
aimed, first of all, at intensification of export. 


--The fundamental change refers to the principle of ascertaining foreign 
currency exchange rates, which became somewhat more realistic, whereas they 
previously had seemed to be a fiction. The exchange rate of one U.S. dollar 
has been settled at the level of 80 zlotys, of one ruble--88 zlotys. 


--Of great importance are the foreign exchange allowance accounts provided 
for enterprises that are exporting their products. These accounts are a 
source for financing the import needs of such enterprises and they have an 
important motivating significance--it is no more necessary to ask the "top 
decisionmakers" for each dollar. Last year there were nearly 400 foreign 
exchange accounts opened by the Commercial Bank (Bank Handlowy) and 1300 
enterprises are using them. The first experiences show that the accounts are 
disposed of in a very reasonable and economical way. 


~-Changes were finally introduced into the foreign trade stiff organization 
structure. The monopoly of the foreign trade enterprises already caused 
enough harm--now, on their basis, commercial companies are being organized, 
with the participation of direct manufacturers, and some enterprises have 
been given licenses for international trade. 


The Export Curve Rises! 


It is difficult to say to what degree system-type changes influenced results 
in foreign trade last year, but it is impossible not to notice that they set 
in motion many positive trends. 


In May 1982 the drop of export that had progressed for a couple of months 
stopped. From this moment export grew nonstop. 


Investment import was considerably reduced in favor of the supply-type and 
consumer import. This is surely a result of the crisis rather than of new 
operation methods, but it is true that this positive trend appeared and was 


consolidated. 


The economic restrictions of western countries caused deep changes in the 
geographical structure of our trade. 


The share of capitalistic countries in the export dropped from 38 percent in 
1981 to 33 percent in 1982; without any changes in the trade with the develop- 
ing countries this reflected in a considerable increase of the export to 


socialist countries. 


The above witnesses a general change in the Polish foreign trade tendencies. 


Coal begins to play once more the main role of our export; after some 
transitional difficulties we managed to regain most of the lost markets. But 
that is not only coal--the export of other raw materials is also visibly in- 
creasing. We have more difficulties in selling machines and installations. 
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The total value ot the export was the last year 947 billion zlotys, by 12 
percent higher than in 1981. For the same period the value of import decreased 
by 10 percent, to 862 billion zlotys. The figures varied for trade with 
socialist and capitalist countries. 


--The turnover balance with socialist countries was negative and amounted to 
39.2 billion zlotys, but this means, however, that it was three times less 
than in 1981 when it amounted to 110 billion zlotys. 


--The trade restrictions of capitalist countries that extorted the reduction 
of our purchases causéd a serious surplus of our export over the import in 
the balance with the second payment area. The positive balance amounted to 
over 124 billion zlotys, compared with the negative one of 7.7 billion zlotys 
in 1981. 


Summing up the results of the foreign trade in the first year of the reform 
it should be stressed that, in spite of the difficul* domestic and inter- 


national situation, they were unexpectedly good. 


Filling with particular optimism are the high growth rate of export, decrease 
of import-intensiveness in export production and change in the geographical 

structure of our trade. Among the disadvantages is the further worsening of 
the quality of exported products, reflected in the returns of these products 


and claims and resulting in the costs of trade. 


Recapitulating, the after all positive resu:ats of foreign trade in the past 
year are a good prognosis for the future. Their comparison with results 

attained prior to the crisis shows, however, that there is still a long way to 
go before Poland's position as a partner in international trade is 


reconstructed. 


This will not be easy, the more so in that the situation is complicated by 
the recession in the international economy, including stagnation in the raw 
materials trade. In the future good results must be attained, first of all, 


with the participation of the export of the processing industry products, but 
this requires not only the improvement of the products’ quality, but further 


changes in the operation methods as well. 


Export Important to Economy 


Krakow DZIENNIK POLSKI in Polish 6 Apr 83 pp 1,2 


[Article by Micha Czarnecki: "Export Determines Development of Economy. 
Unpopular but Nevertheless Necessary!" ] 


[Text] Despite our market troubles, the export of Polish 
industrial products 18 necessary because the development of 
export is one of the major conditions for surmounting the 
economic crisis. Without gaining the foreign exchange we 

need, our economy is unable to develop dynamically and, 

hence, improvement of the domestic market supply is impossible. 
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In such a situation it is very important to acquire adecate 
outlets for our export. Below is our reporter's account 
from several enterprises. 


It gets more and more difficult to acquire a foreign contract--says Jan 
Skiba, general manager of the Mostostal Enterprise for Steel Constructions 
and Industrial Installations in Cracow. Investment markets in Third World 
countries are shrinking. We are ousted from these by other countries and 
foreign competitors. That is the reason why Mostostal has to offer better 
installations and a competitive price. Last year, which was a bad one for 
all exporting enterprises in our country, Mostostal gained from export a 
profit exceeding 700 million zlotys. This amount may be increased if we shall 
succeed in signing contracts with Third World countries negotiated through 


West German companies. 


The manager of Ponar's export department, Jan Kurtyka, confirms that this year 
the approach to foreign markets is very difficult. Although the export of 

our products to first payment area countries does not present any major 
problems, there are difficulties in trading with the capitalist ones. A 
distinct result of U.S. r~*’rictions is to be recorded there. So far, our 
main customers for machin: tools and grinding machines from Tarnow were, in 
principle, the United States and Canada. After the imposition of restrictions, 
Ponar had to look for new contracting parties. Our main customer is Iran, 

but taking care of its own profits, this country is looking for manufacturers 
offering products that are competitive in comparison with ours, and, what is 


worse is, finding thea. 


In a somewhat better situation than other exporters is the Stomil Motorcar 
Tires Factory in Debica. As we are informed by the deputy general manager, 
Marian Pelczar, the export increased here, although did not reach the pre-1979 
level. The biggest customers for tires from Debica are “:«=2:t Britain, West 
Germany and lately, all Scandinavian countries. The pré«!'«m of Stomil con- 
sists in that the domestic market is short of motorcar ‘‘'os and export is 
to be managed in such a way as to enable to provide the Polish clients with 
this product as well. It is worthwhile to add that not all companies in the 
United States conformed to the restrictions and, therefore, in the immediate 
future Stomil in Debica will be sending to the U.S., for the first time in 
its history, two shipments with tires for passenger cars. 


The manager of the foreign trade office at Predom-Polar Mechanized Household 
Appliances Works in Wrocaw, Henryk Grabowski, is not satisfied with this 
export. Predom-Polar has been exporting its products to foreign markets for 
20 years. This year the enterprise got for the first time a license for 
independent export activities, but an approach to the sale of Polish products 


is very difficult because of very heavy competition among this type of goods. 
And that happens not only on western markets, but in the CEMA countries as vell. 


It is difficult to come back to previous foreign oitlets. We find a 
confirmation of this statement at the Foreign Trads Ministry. "We have 
recorded a slight improvement,” our reporter was cold by the ministry's 
spokesman. Tadeusz Ruzik. "During the first 2 months of this year our export 











increased by 31 percent in comparison to the same period last year, but export 
of goods from Poland last year was small. The highest export growth rate was 
attained in the past year by the following industries: agricultural products, 
food, metallurgy and chemistry. This concerns the sale of products to the 


second payment area. 


"The main problem of our export and of compensating differences between export 
and import in favor of the latter, unfortunately, is preventing us from the 
benefit of transaction credits in the capitalistic countries (U.S. dollar area 
countries). Some years ago we received still this type of credits in the 
amount of several billion dollars per year. Actually, we don't receive them 
at all and, if so, the amount is so insignificant that it does not allow us 

to appreach foreign contrating parties. We became too weak a partner for 
equal negotiations with foreign businessmen. These losses must be worked off 


laboriously." 
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INCOMES, MONETARY POLICY OPTIONS FOR 1983 EXAMINED 
Warsaw ZYCIE COSPODARCZE in Polish Mo 12, 20 Mer 83 p il 


/Article by Marian Gorski and Grzegorz Jedrzejczak: "What Kind of Scenario 
Will We Choose?"/ 


/Text/ In 1983, the selection and effectiveness of the 
income policy will have a decisive significance for the 
intensity of inflationary phenomena. Last year, the basic 
problem in the development of the market situation was a 
drop in the supply volume. Currently, the situation in this 
regard is quite clear-—-the overall continuation of the level 
of the supply volume or its slight increase is the most 


probable. 


The income figure of 3.7 trillion zlotys (a 10 percent increase by comparison 
with 1962), which was accepted in the Annual Central Plan for 1983, appears to 


be underestimated in the light of the phenomena which occurred in the fourth 
quarter of last year and during the first months of the current year. During 
the current year, the following major forces, which intensify the pressure for 


income growth, will be active: 


a) demands for the restoration of the historically shaped income parity between 
various social and occupational groups; 


b) the need for motivating intensive production growth; 


c) a government program for the expansion of monetary and nonmonetary social 
services. 


These aspects of monetary income growth make it necessary for state monetary 
policy to be ambivalent since overly strong restrictions placed on income 
could have a negative effect on production growth while its rapid growth rate 
could destabilize the economy to an even greater extent. 


Income Growth Rate 


In our opinion, the minimum income lew. ©. 1983 is designated by the average 
monthly level of wages during the last qua <r of 1982. This is quite obvious 








in relation to two (from among four) basic sources of income: a) emoluments 

for work performed in the socialized sector of the economy together with workers 
compensation and b) social services with compensation for family members. The 
assumption that the average monthly income for 1983 will be at a level equal to 
that of the average monthly income during the last quarter of 1982 renders an 
annual income from these two sources of: 2.03 trillion zlotys and 0.73 trillion 


zlotys respectively. 


We shall adopt the same principle in determining the minimum income for the 
third source--credit, compensation, interest, income from the nonsocialized 
sector of the economy and remaining income. Even though this denotes a very 
high growth rate of this income by comparison with 1982 (a 32 percent increase), 
the following are necessary, however, to maintain this rate: 


--increased savings with resulting interest; 


--an increase in income from the non-agricultural segment of the economy 
resulting from an increase in supplies of its products and services as well as 
the possible increase in the prices (contract prices, primarily) on these 


products and services; 


--an expanded program of and an increase in individual wages in the crediting 
of private building. 


In accordance with the adopted method, the minimum income from this source is 
estimated at a level of 0.53 trillion zlotys. 


Due to the specific nature of the cycle of agricultural production, we use a 
different approach to the issue of minimum income from the sale of agricultural 
products to the socialized market. The decline in the procurement of agricultural 
products and the high growth rate of income from this source, both of which 

are assumed in the Central Annual Plan /CPR/, make it necessary to also assume 
that under conditions of a deflationary policy their minimum level is determined 
by the postulate of maintaining constancy in the real income from agriculture. 
This denotes a growth rate for real income which is approximately equal to the 
assumed 15 percent inflationary rate, thus giving a value of 0.72 trillion zlotys. 


Altogether, the minimum incomes assessed in this way come to 4.01 trillion 
zlotys while their growth rate is 18 percent higher in relation to 1982. 


Another, extreme instance, which limits the possible income for 1983 from the 
top, is represented by the repetition of the income policy for 1982. However, 
this cannot include changes in income for February 1982, at which time the 
abrupt increase in income compensated the administrative price reform caused 

by the events of many prior years. Statistically, this signifies the acceptance 
of the average month'y rate of changes in income during the April-December 1982 
period as a basis for the assessment of income during 1983. Income arising 
from credit, interest, etc. constitutes an exception. Martial law suspended 
bank payments during the first months of the year /1982/ causing their unnatural 
acceleration during the following months (a characteristic increase of payments 
in December took place here as well). The amount of payments in April is 
compared not to the amount from December but to the average amount for the last 


quarter. 
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The level of the total income for 1983, estimated by extending their growth 
trend in the April-December 1982 period, would amount to 4.5 trillion zlotys 
(a 33 percent increase in relation to 1982). 


The reservations, which may apply to these two variants, prompt us to also 
consider the “variant of means” with the total income being at a level of 
approximately 4.25 trillion zlotys. This proposal does not arise solely from 
the virtue of moderation but from the conducted analysis of the possibility of 
an economic policy hiding behind this income amount. The “variant of means” 
makes it possible to conduct an active policy of changes in the income structure, 
above all, for production incentive needs, while at the same time avoiding 
excessively large threats of the inflationary wage and price spirals. 


False Sword of Damocles 


The policy in regard to public monetary funds is the second element, next to 
the income policy, of monetary policy which determines the rate of the inflationary 


increase in prices. 
It appears that two variants of changes in funds are probable. 


The first variant represents their /funds/ further growth, which is assumed in 
the plan, by 200 billion zlotys in comparison with 1982. This would indicate a 
14 percent increase in funds which may be taken as the further worsening of 
instability. However, this would also indicate a significant drop in the growth 
rate of these funds. Public funds rose 32 percent in 1982 by comparison with 
1981 and the projected 200 billion zloty increase results in a 14 percent 


growth rate. 


The second variant denotes the acceptance of the kind of fund growth rate for 
the current year which we noted last year. This would result in an additional 
increase of this fund in the amount of 462 billion zlotys. We should not accept, 
even in the most optimistic of circumstances, the stabilizing of the market in 

a situation in which the face value of public funds would decrease in that part 
of the process of stabilizing the market which would correspond to the “infla- 
tionary curve” assessed in various ways. We feel that the method of stabilizing 
the market by eliminating the “inflationary curve” is not only impossible free 
the point of view of sociopolitical determining factors but is also inadvisable 
and unnecessary from the point of view of the economy itself. 


We had stressed numerous times (for example, in ZYCIE GOSPODARCZE No 45, 1982) 
that treating funds as a “risky” Damoclean sword constitutes a rather far-flung 
oversimplification. This is mainly due to the fact that the method of balancing 
public income and expenditures, which has been accepted in our practice, operates 
in such categories in respect to payments and supplies to the market proceeding 
from the socialized segment of the economy and from the socialized srocurement 
of agricultural products. Yeyond the scope of this method of balancing public 
income and expenditures is an entire sphere of economic activity and turnover 

of the nonsocialized segment of the economy. Public funds serve production in 
this sphere in terms of income (expenditures) as well as in terms of costs 
(materials and personnel). 














For the purpose of determining the ultimate purchasing fund of the population 
for the purchase of goods and services, it is necessary to assess the amou't of 
incurred fixed fees /oplaty stale/ in addition to specifying the income and 
changes in public funds. Let us assume that as in previous years, these fees 
make up approximately 4 percent of the total public income and accordingly the 
various income amounts are as follows: 4.01 trillion zlotys of income =< 160 
billion zlotys in fees, 4.25 trillion zlotys of income = 170 billion zlotys in 
fees and 5 trillion zlotys of income is equal to 182 billion zlotys in fees. 


Six--Only in Theory 


The public purchasing fund represents only one side of the market situation. 

The other side is the supply volume of goods and services. Initially, we shall 
take it to be at the level assumed in the CPR for 1983. The plan assumes a 

4.7 percent increase in the supply of food goods including alcohol, a 10 percent 
increase in the supply of nonfood goods and a 9 percent increase in the supply 
of services. After deducting the projected, small increase of supply reserves, 
this gives 3.01 trillion zlotys worth (according to 1982 prices) of supplies 

to the market. 


Arranging the three presented variants of the income growth rate with the two 
variants of changes in the level of public funds, gives the distinct possibility 
of six ways in which the market situation can develop in 1983. This is presented 


in the following table: 
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We characterize the particular ways in whi. market phenomena develop on the 
basis of three hypothetical indicators: the inflationary rate, the relation 
of funds to the annual stream of expenditures and the indicator ~f changes in 


real income. 


The first indicator is the price growth index, which is indispensable for the 
attainment of the assumed in the plan increase of funds at a given level of 
income for 1983. 


The second indicator is the ratio of public funds to the cumulative stream of 
annual expenditures. 


This indicator reflects the state of the market, however, it should not be 
interpreted too literally. Historical observation points to its rather signifi- 
cant fluctuation during 1960-1982 (approximately 40 points). However, it can 
be assumed that a "good market" requires that the indicator place itself within 


the 30-50 percent bracket. 


The third indicator describes the growth rate of real income. It is calculated 
as the ratio of the minimum income growth to the assessed price increase. Under 
conditions where price increases do not constitute activity which fully equalizes 
the value of supplies and of intended expenditures, a part of income is "empty," 
i.e., it has no backing in goods. Thus, the opinion that this income shoul. 

not be treated as real income. However, such an opinion cannot be agreed with 


for several reasons: 


--income without backing in goods and services shoulc not be treated as “empty” 
but as “suspended in time"; 


--shortage of supplies to cover full income, thus, the unreality of a part of 

it, is observable from the level of the analysis of macroeconomic quantities; 

from the point of view of households, this is a problem involving difficulties 
in the implementation of the desired structure of purchases whereby entire 


incomes are equally "real." 


This is why this indicator has a significant meaning for the evaluation of the 
motivational consequences of the implemented income policy. 





Road to Nowhere 


The analysis of given tables convinces us that with the increase in supplies, 
which is assumed in the annual plan, the implementation of the particular terms 

of income policy and of policies in the area of funds is connected to inflation 

in the 12.5-40 percent bracket and to the growth rate of real income in the 96-105 
percent bracket. Therefore, a part of the distinctly possible ways of stabilizing 
the economy should be rejected for the following reasons: 


--the excessively high level of inflation which is associated with these 
stabilizing methods; 


--facts from the first months of the current var; 
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--"ideological™ unrest of income and mo:..tary fund policies (for example, high 
income growth with a concurrent minimal growth of funds); and 


--an excessively low drop in real income. 


Let us first exemine the revised route of the plau, i.e. income at a level of 
approximately 4 triilion z\letys and a 200 billion zloty increase in public funds. 
As a result of the correction of: income in relation to the plan, the following 


indexes were obtained: 

--price index: 121.2 percent; 
--fund index: 43 percent; 

--real income index: 97.4 percent. 


These indexes point to the eclectic nature of such assumptions, which came about 
as a result of a compromise of contrary concepts since on the one hand, this 
variant takes into account the social demand for lowering the inflationary 

index while on the other hand, it makes allowances for the economic center's 

aim to consistently decrease (neutralize) the so-called inflationary curve in a 
matter of a few years. It is possible to reconcile these trends through tough 
deflationary policies together with the further reduction of the level of real 
income. This program is attractive, in principle, but it has a distinct stagnant 
undertone. Its main purpose is not to stimulate the economy but to halt dangerous 
financial trends of the previous year. Such a task is far from adequate since 
the internal determining factors (economic and social) as well as the external 
ones require radical changes, even if they are risky. 


A Means, But Is It Golden? 


The term "method of means" applies best to the following arrangement: income 
in the amount of 4.25 trillion zlotys and a 460 billion zloty increase in funds. 


The indicators would be as follows: 
--price index: 120 percent; 
--fund index: 50 percent; 


--real income index: 104 percent. 


The implementation of these indexes would not require exceptionally strong 
counteraction of contrary trends exhibited by enterprises as well as by households. 
The implementation of this variant, however, requires an appropriate monetary 
policy in relation to public savings and incentive which would incline toward 

the “management” of savings, discipline in production and calming of the market. 
The motivational use of income growth could cause the over and above plan increase 
in the supply volume and could improve the variant's initial indicators. 


Making use of the motivational action of income would require that its minimum 
increase (approximately 840 billion zlotys) be distributed in a way which would 
give the highest preference to production activity. 
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The following rules for this distribution could be adopted: 


a) income from social services, from the sale of agricultural products in 
socialized procurement, from credit, compensation and interest as well as income 
from the nonsocialized sector of the economy to be distributed according to the 
growth rate of the minimum variant of income (i.e. 4 trillion zlotys); 


b) the remaining sum to be distributed from emoluments for work. 


As a result, emoluments for work would increase nominally 30 percent and in 
reality--8 percent while income from the nonsocialized sector of the economy 
would increase 32 percent nominally and 10 percent in reality. 


The selection of such a route not only creates chances for motivational activity 
but also improves the structure of income distribution. Under such conditions, 
the share of emoluments for work would again increase from 51 percent (in 1982) 
to 54 percent at the cost of social services. These proportions became distorted 
with the introduction of compensation. 


Risky but Tempting 


The most complex situation is presented by the method which assumes the maximum 
increase of income (up to 4.5 trillion zlotys) and a 460 billion zloty increase 
in funds. The obtained indicators would be as follows: 


--price index: 129 percent; 
--funds index: 47 percent; 


--index of real income: 103 percent. 


Undoubtedly, this method's weak point is high inflation while its strong point 
is the growth of real income and the "nonworsening” of the public fund index. 


A particularly high growth rate of income contains within it the potential danger 
of changing the structure of its distribution among particular groups while 
maintaining a higher growth rate of income from the agricultural and nonagricul- 
tural nonsocialized sector of the economy. The effect of such a development of 
phenomena would be, in an extreme case, the separation of society into two 
groups: people living at the poverty level on income for work performed in the 
nonsocialized sector of the economy and on social welfare as well as people 
performing mutual services and selling the goods of the rest of society (Polish 


NEPman). 


However, the skillful correlation of a considerable increase in income with 
production effects could enliven the economy in a significant manner and lower 
the above given inflationary index. Thus, this would constitute a strengthening, 
although admittedly quite risky, of the described earlier "method of means." 
Taking advantage of the virtues of such a solution would require a sweeping 
change in economic policy. It would be necessary to finally take into account 
the fact that the Polish economy is faced with the problem of reconstructing 

the results which had already once been attained and not creating new standards 


of development. 


8853 
CSU: 2600/683 95 











POLAND 


PRICE INCREASES, RELATED OPINION POLL SCORED 


Editor-in-Chief Commentary 


Warsaw VETO in Polish No 11, 13 Mar 83 pl 


[Article by editor-in-chief of VETO, Andrzej Nalecz-Jawecki: "Prices 
for Appraisal”) 


[Text] A poll on prices, done by the Office of Prices, 
is one mcre proof of the fact that Ministers Zdzislaw 
Krasinski, Wojciech Pruss and Antoni Gryniewicz, and 
recently also the director, Prof Kazimierz Ryc, 
stubbornly continue to profess the view that the way 

to market balance leads chiefly through raising prices. 
And by doing so they once again show a lack of faith 
that an increase in production and supplies to the 
level of, at least, before the crisis, can take place 
in Poland. Instead, by raising prices, they wind the 
inflational spiral, because after all the income of the 
population must, willy-nilly, chase the growing prices. 


Let us again recall that the market panic of 1981 was caused chiefly by, 
besides the escalated social tensions, the announcement of a price 
increase. The first wave of buying encompassed sa't, matches, candles, 
alcohol, flour, salt pork, and the like; that is, articles which are needed 
in «se stores should be closed for a longer while... 


The second thorough wave of buying took place when people realized that 
the money they had could lose its buying power at any moment. Thus, from 
the beginning of 1982, a continuous spending of money which was losing its 
value from one month to another was taking place. The general public 
realized that the longer one keeps one's zlotys, the less one can buy 

with them. 


The worst part of this phenomenon has been that everyboyd has been locating 
zlotys in goods. Formerly, when one had shoes, clothes, silverwa e and a 
radio, one regularly put money away for a TV set, a washing machine, an 
automobile or an aprtment for one's offspring. Now at every ievel of 
income and wealth, people buy and buy! 
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He who cannot afford a car, buys two sheepskin coats, five Gerlach silver- 
ware sets and wedding bands for grandchildren. He who cannot afford a 
sheepskin coat or a color TV set, buys two radio sets, five sweaters and 
three pairs of skis, even if none of this was of any use to him just now. 
He who cannot buy at leaat a tape recorder locates money in a few pairs 

of shoes, a 12 or more vodka boicles, books or at least towels... The 
results? Store shelves remain empty and market stabilization is still 

far away! 


I believe therefore that we need not another announcement from the "price 
lobby" about another price increase. On the contrary, we need credible 
announcements about minimizing price growth or even a periodic freczing of 
prices of some groups of articles: for example, radio-TV equipment for 2-3 
years, children's clothing, cement, furniture, and so on. Such announce- 
ments would calm down a particular segment of the market. 


This ought to be one of the essential elements of the anti-inflation program 
the proposals of the “economic reform lobby," whose representatives 
consistently strive for a systems-type loosening of the economy and achieving 
stabilization, should also be considered. Their proposals consist of: 

the application of incentives for an increase in production, a closer 

binding of wages with the amount and quaiity of work, the stimulation of 
foreign exchange generating exports, an increase in production, productivity, 
and, finally, the curbing of wastefulness! 


The economists, whose eyes have been blinded by price tags and who do not 
see beyond price increases, ought to be reminded of the postulates of the 
"social lobby," which can be summed up by one idea: "People must have 
something to look forward to!" I think that a realistic, yet boldly 
conceived housing program can give society something to look forward to in 
terms of development and motivation. One in three families in Poland crave 
better housing like they crave fresh air. If these families had a chance 

of acquiring an apartment, they would start accumulating funds for this goal 
and slowly the panic buying of all market goods would cease. 


Let us develop this idea. Effectively tying up the population's money 
can take place only when the population has some perspective and a new 
will to invest--in one's own household or means of production (farming, 
crafts, catering business), something which can bring their owners 
(private companies, small cooperatives) concrete profits. 


If people are to start saving and accumulate funds for the realization of 
their private goals, stabilization of the zloty must first take place; 
trust in money must be rebuilt. And this cannot be achieved if price 
increases are used as the chief method of balancing the market for too 


long. 
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Poll's Built-in Flaws, Bias 


Warsaw VETO in Polish No 1l, 13 Mar 83 p 2 


{Article by (Szel)] 


[Text] On 3 March, the television news announced that a poll on taxes and 
prices, published in KURIER POLSKI (18 February 1983) is to be used for 
opinion sounding only. What's more, we heard that this opinion sounding 
will be exclusively for research purposes. I suppose the statement was 
meant to be soothing; "Don't worry people, we are only doing this for 
scientists, to give them research material." 


VETO will not concern itself here with the methods used by the director of 
the Price Research Institute, Kazimierz Ryc. In any case, it is impossible 
not to notice that the results of the research are not supposed to be 
representative. After all, the results were obtained from a press poll 

and are thus inherently biased. The pollsters could only count on a 
definite circle of respondents, namely the readers of KURIER POLSKI and 
among them people socially involved and with time at their disposal. 
Decidedly too few workers responded (12 percent), and farmers hardly at 

all (2 percent). Most questionnaires were sent by retirees. The Institute 
for Price Research has about 8500 completed questionnarires. Fifteen 
percent were considered void. These were questionnaire-protests in which 
the respondents did not agree to any price increases. They were not 
included in the results. Too bad! 


A relatively large number of questionnaires, however, gives weight to the 
results, making them real. For the time being, the Institute for Price 
Research has "fresh" figures more suitable for manipulation than for 
drawing any conclusions. We do not think that our readers identify their 
views with the results of the poll. It was, after all, a poll in which 
there was no possibility of taking one's stand. 


Thus more out of journalistic duty than out of faith in the effectiveness 
of the operation carried out by the Institue for Price Research, we present 
the preliminary results of the poll. It was computed that only 2.9 percent 
of the respondents agreed to any change in cigarette prices (not counting 
the 15 percent who protested any increases). 3.6 percent of the people 
who filled out the questionnaires do not agree to an increase in the price 
of coffee. Some 8.5 percent do not accept increases in the prices of 
cosmetics, 11.3 percent--durable goods (automobiles, TV sets, washing 
machines, refrigerators, sewing machines, and so on), 11.6 percent--gasoline. 
The greatest number of people rejected an increase in payments for electric 
energy and heat (24.5 percent), prices for higher quality food products 
(21.4 percent), and health services (21.1 percent). 19.7 percent did not 
accept any form of anti-inflation tax. 


We stress that the poll was put together in a way which forced one's 
acceptance of the increases. That is why its results provide absolutely no 
information about what society thinks regarding the proposed price changes. 
The respondents simply were choosing the lesser evil. 
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We have not veen able to establish who is to use the results of the poll and 
in what way. At the press conference organized by the Institute for 

Price Research, the following statement was made: “In no country in the 
world are micoreconomic decisions made through voting.” Perhaps that is 
just as well, because if they were made on the basis of results of polls 
published in the KURIER POLSKI, then... 


Itemized Reply to Poll 
Warsaw VETO in Polish No ll, 13 Mar 83 p 4 


[Article by Jerzy Jurowski] 


[Text] Om 18 Feb, KURIER POLSKI published a large, 
2-page “Questionnaire-Poll,” om the issues of taxes and 
prices. The questionnaire consists of “proposals of 
choices for selection for 1983,” created in the Institute 
for Price Research. In summary they could be presented 
as 15 proposals of varying fimancial weight, which is 
made apparent by the use of special boxes. Thus, for 
example, the proposal to raise cigarette prices has 5 
boxes for the highest-price choices, while “savings on 
administration,” only one box. 


Some of the proposals have at the bottom of thecolumn an annotation that 
an appropriately high raise will permit the lifting of state control of 
the article while others give no such promises. But never mind that. 
Since the whole thing has for any citizen somewhat familiar with economics, 
evident features of promoting a certain socioeconomic policy, I think it 
will provoke numerous discussions both among ordinary consumers responding 
to the poll, as well as among specialists. As for me, I would like to 
answer this poll publicly, thus emphasizing my personal view on this 
issue. Since it happens that by profession I am (though it sounds 
embarrassing) an economist, I will abstain from personal arguments and 
will try to raise above the level of self-interest. 


Anti-Inflationary Taxes 


Point 1 deals with anti-inflationary taxes. It is proposed that these 
taxes ought to be paid by a) those who receive income and pensioners 
higher than 10,000 zlotys a month, except for people who receive family 
allowances for 4 or more children, b) owners of farmland c) those whose 
income is earned through the nonagricultural private economy. 


I believe that the proposal in point a) is a mockery of common sense. It 
means more or less that a citizen who has to support a household with 3 
children and who earns 10,500 zlotys, is to pay the same taxes as a son 
or daughter who lives with working parents, earning an identical income. 




















It is simply beyond comprehension that the issue of taxes could be put 

this way and that the starting line for taxable income could be established 
like that; unless it was meant to invaludate the issue before public opinion 
and sweep the principle of a general income tax under the carpet. 


Here a personal digression: upon graduation from college, as a trainee 
beginning work in 1965, my first salary was 1800 zlotys {a month]. With 
this I could buy 20 kilograms of ham. Yet I do not think at all that the 
pay was particularly high and worthy of additional taxing. Now, after 18 
years of work, numerous promotions and many qualification exams, I have 
“made a career," and earn, inclyding compensations, 10,670 zlotys, thus 
qualifying me for the anti-inflationary tax, even though my salary still 
buys only 20 kilograms of ham. 


A reform of the tax system is necessary. It should not be approached, 
however, in such a clumsy way. First of all, tested models of tax returns 
used abroad ought to be taken as a basis. This would mean that income 
from all sources together exceeding 240,000 zlotys a year, or else 20,900 
a month (and not 10,000, which is a complete joke), ought to be taxed. 
Earnings from the performance of hired labor ought to be counted as income 
together with partial pay in kind, such as coal, meat, butter, or candy, 
evzluated at market prices. Having theuse of a company car with a driver 
is worthy at least 10,000 a month and should be added to the taxable sum. 
Various kinds of moonlighting, both in the form of after-hours work, or 
selling at the bazaar, money changing, and, of course, rendering of such 
services as one's company and hospitality for a fee, also should I think 
count as income. I do not know why a guide in Warsaw must pay taxes, 
while various female guides in the Kongresowa restaurant or Victoria hotel 
are completely exempt from any taxes. I believe that “pecunia non olet” 
and these ladies should be placed in the category of "models" or 
"companions," and taxed; let them even form their own union--it does 


not bother me. 


Once we have and know the declared income, e  ‘ybody has the right to 
certain reliefs. Thus everybody has the righc« to deduct from the taxable 
sum the costs of obtaining one’s income and the principles of these 
reliefs are well known the world over. The costs of medical treatment, 
children's education within reasonable limits, living costs for nonworking 
family members, and so on are comminly deducted. In many countries, from 
the deductible, sum purchases of revalorized bonds, which are payable 
after a certain time are also deducted. Every citizen could, for example, 
in order to avoid paying tax, ask for a part of his salary or fee to be 
paid in revalorized bonds or government loan. Such are the general 
principles. I will not discuss them in detail because it is the job of 
the Finance Ministry bureaucrats to obtain them from abroad or search for 
them in archives and present them to society for discussion. One thing 
is certain: this tax should not be excessively high, for example 20-30 
percent, so as to avoid excessive falsification of returns, and a clear 
progression could start only over 100,000 zlotys in monthly income. 
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With regard to points b) and c), or taxes on farmland and private 

businesses, I think that in the first order holiday property and so called 
dachas ought to be taxed. These taxes should vary, because some dachas 

are worth 50,000 and other 5 million zlotys. But it is up to the specialists 
to work out a just system of taxing "second homes." The present rates 

are downright ridiculous, because often they do not exceed a few hundred 
zlotys a year. Even a tenfold increase often world not be excessive. 

On the other hand, a mechanical taxing of farmland is totally unjust 

because its profitability varies and besides, the object of taxation 

here is work shop and not the luxurious pleasure of vacationing in one's 


own holiday home. 


I also do not think much of taxing the so called "private business people” 
|"prywaciarze"], because I believe that it would be much better to tax 
the part of their income which they consume... In the present tax system 
only a certain sum of the income can be included in the expansion of the 
business and the hiring of new employees. It is in society's interest 
that these businesses should produce as much as possible and as inexpen- 
sively as possible, and not that they should curb their production and 
permit the producer's income to be consumed wastefully. Thus by changing 
the tax system, they ought to be encouraged to increase production and 
not be persecuted by taxes. As seen from the above, point one took the 
most space, because the defects of our tax system are the greatest and 
the problem needed an extensive elucidation. 


Further Points 


Point 2. Savings in the costs of administration are, of course, tempting. 
Yet I would like to recall here that we have been promised a considerable 
reduction in ministries and an even greater reduction in associations 
[old] and central boards. Im fact, the number of ministries is still 
very high and of various voluntary or non-voluntary associations [new] 
even higher. I do not know whether we should not suggest here a 

reduction of costs not by 10 or 20 percent, but by 50 percent. These 
would apply to the economic administration as well. 


Point 3. Fees for documents, and inheritence taxes, customs duty, 
interest, and so on (on the average, by 30 percent). I fully approve, 
except for the customs duty, becuase ours is not a country which must 
protect its production surpluses from idshonest, overly cheap competition. 
There simply are no surpluses, and when there are, we can talk. In any 
case, low customs duties are a method to defend ourselves from the price 
racket of our producers. In a situation in which the manufacturer asks 
nearly 20,000 zlotys for a poorly made 50-dollar radio-tape recorder 
produced by KASPRZAK, only the complete lifting of customs duties for 
tape recorders can bring out monopolists down to earth. Besides, it 
should be remembered that raising custom duties on raw materials for 
production will hike prices, and supposedly the intention is to halt the 


growth of costs. 


101 




















Point 4. Higher taxes on cigarettes. The selection choices 3 and 4 allow 
for lifting state control. Since I am all for abandoning state control 

as soon as possible, I think that raising cigarette prices is a solution. 
It is said that cigarettes are too cheap in our country and perhaps this 
thesis could be proven. On the other hand, compaiing what in Poland passes 
for cigarettes and what is available in this area in the world in regard 

to [the quality of] tobacco, paper, filters and packaging, is totally 
impossible, because these values are incomparable. I remember being asked 
to step out into the hall of a very liberal home abroad, after I had 
lighted our Klubowy cigarette, and later everybody for a long time examined 
this tobacco product expressing great amazement and holding their noses 
closed. 


Point 5. Gasoline and motor oil. The proposals vary, with prices of ethyl 
gasoline-94 in selection choice 3 going up by 22 zlotys, or 68 percent. 
This is to eliminate state control. I think that in the situation in 
which on world markets oil is becoming cheaper, raising gasoline prices 

by 68 percent is somewhat thoughtless. The pirce of 54 zlotys for a 
liter is ridiculously low for an owner of a BMW or Volvo--they have been 
paying this much for a long time and filling up; on the other hand, it 
will be a complete defeat for a small0time saver, an owner of a SYRENKA 
or FIAT-126. We have presently in Poland 2.5 million cars, out of which 
only 5 percent are better than a FIAT 126p or the old 125p--it is enough 
to look around any housing project parking lot. These two and a half 
million cars belong to every fourth family in Poland. It is hard to 
believe that these families are living high. I think, however, that 
gasoline prices will be hiked all the same because the fiscal policy 
consists of making him pay, who can be easily grabbed, and not who ought 
to pay. As proof we can cite the numerous alimony trials in which father- 


hood charge suffices for an alimony verdict. 


Point 6. Coffee. The proposed increase by 800, 1500 and 2200 zlotys 
per kilogram shocks me completely, although I am not a coffee drinker. 

As it can be seen from stock market prices published in FOREIGN MARKETS, 
the price of one kilogram of coffee is $2.50. If we cannot afford to buy 
coffee with hard currency, let us farm it out to a private company 
operating with its own dollars. Let there then be a provision for a 
controlled price of, for example, 2000 zlotys per kilogram. I think that 
eager sellers will be found at once and stores will pile up with coffee. 





Point 7. Electric energy and heat. I consider the proposed change to be 
moderate (KWh 40-70 zroszy, gas 0.60-1 zloty, central heating 3.50 zlotys, 
hot water 1-2 zlotys), providing that the parameters of hot water or 
central heating will be kept. I know people who for years now have been 
waiting for hot instead of tepid water and hot instead of tepid radiators, 


while paying for first quality goods. 
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Higher Order... 


Point 8. Durable goods of a higher order. Finally, for the first time, 
these are called goods of a “higher order,” rather than “luxury” goods. 
The following articles are quoted here: automobiles, stereo radios, 
washing machines, refrigerators and freezers, photographic cameras and 
equipment, sewing machines, small kitchen appliances, and furniture 
except for “standard” quality. High taxes and a price increase of 
15-45 percent on the average (maximum 50 percent) are proposed. 


This issue is very complex. It is true that there is an enormous demand 
for these goods. Nevertheless it is hard to say for sure whether it is 

a “natural” demand. Personally I am im:lined to say that this demand 

is “artificial,” caused by a desire to get protection from price increases 
and the impossibility of locating one’s small savings in attractive forms 
of savings--in jewelry, silver plated objects, in sum, "freezing™ small, 
yet often important surpluses. This can be proven by the fact that all 
the quoted goods are subject to enormous private turnover--not necessarily 
speculation. Often it is an ordinary exchange of a washing machine for 

a refrigerator or carpet. The proposal of further taxation or simple 
price increase does not resolve anything--on the contrary, it may 
stimulate buying. 


It should also be noted that the present taxation of these goods is high 
and in principle should not exceed the total of 30 percent. Because 
such a taxation rate is accepted in countries whose economies function 
nromally. Besides, taxation will not increase production. These funds 
will not be assigned to the FSM [expansion unknown], POLAR, or DIORA, but 
are to be passed on to the budget, as it was recently said in a TV 
discussion on motorization. 


Summing up, I believe that the production of these goods ought to be 
increased by all means, while higher prices can be established only when 
we know where we stand. I also believe that panic buying would greatly 
decrease if we guaranteed that the prices of these goods over the next 

two years will not be raised and on the contrary, might go down. I myself 
remember that in the past TV sets used to be getting cheaper and there 
were discounts on refrigerators. 


Point 9. Cosmetics. I do not use them, but I pay. I think that a price 
increase of 100 percent will cause them to pile up in the store and it 
will be necessary to discount then. 


Point 10. Clothes, fabrics, shoes. An increase in taxation would cause 
a price increase of 8-18 percent (three selection choices). This proposal 
may also cause an increase in buying, yet I would be willing to accept 

it provided that the goods will be available in stores, but the pool 

says nothing on this subject. 
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Point 1l. State-controlled housint rents. An increase of 1.90 and 

3.30 zlotys to 9.80 and 13 zlotys per square meter (the second selection 
is for higher standard). I suppose it should be counted inclusively for 
an average size apartment of 45 square meters and added to the other 
increases in electric energy, heat etc. In the highest standard it means 
an increase of the rent alone by 585 zlotys for a 40room apartment. I 
have no comment, as I live in a coop and pay much more... 


Point 12. Health and social services. Partial payments for medicines, 
food in the sanatoriums, and so on. I learned with great surprise 
recently that there are numerous trade groups, besides retirees, 
pensioners, and the health service employees, wno pay nothing for medicines. 
i think that payments should be introduced, within reasonable linits, of 


course. 


Point 13. Better quality food products. It is proposed that subsidies 
for gourmet types of cured meats, ham, tenderloin, country butter, fine 
cheeses, and so on, be reduced. I co >letely do not understand what it 
is all about. When prices for food were being raised, only subsidies for 
the cheapest ordinary sausage were mentioned. Now it turns out that 
tenderloin is also being subsidized. 


Pre-World War II prices show that gourmet cured meats were then cheaper 

in relation to ordinary blood sausage, yet no subsidies were used. Aren't 
these gourmet products being used perhaps in totality as partial pay in- 
kind for the food and meat industry employees, thus creating the mystery 

of hte disappearing dry smoked sausage [kabanosy] and tenderloins? I 
would also like to read a calculation of the butter production. I am 
especially curious as to what happens to skim milk and butter milk, because 
this is nowhere explained. Yet the buttermilk price amounts to 10 zlotys 


a liter. 


Point 14. Additional sales of sugar. I support them, but the proposed 
price of 125 zlotys a kilogram upsets me somewhat considering that the 
wrold sugar price fluctuates around 12 cents a kilogram, and a year ago, 
when sugar was expensive, it amounted to 26 cents. 


Point 15. Bread and flour products. A reduction of subsidies for bread 
and flour products is proposed which would bring the prices up from 13 

to 33 percent in the maximum. I have only one question: “Are there going 
to be crisp crust rolls?" 


Now some comments. All these selection choices do not give the smallest 
guarantee that the so called inflationary curve will be eliminated, 
supplies improved, or that the market balance will appear. I am even 
afraid that in some cases panic buying and tensions may increase, and 
instead of naving motivation for work, we will have motivation for pushing 
our way into the nearest queue, no macter what is sold. 
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The way to balance leads not through price increases, however, but through 
offering a motivation for savings, incentives for increasing productivity, 
as well as growth and quality of production. Moves in the domain of 
prices are secondary in regard to moves in production. It is in production 
where we must search for the key to overcoming the economic crisis! 


122790 
CSO: 2600/585 
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POLAND 


REFORM IMPACT ON GUS OPERATIONS REVIEWED 
1983-85 GUS Program 


Warsaw WIADOMOSCI STATYSTYCZNE in Polish No 1, Jan 83 pp 1-3 


[Article by Dr Andrzej Jakubowicz, GUS [Central Office of Statistics] Coor- 
dinating Department; passages enclosed in slantlines printed in boldface] 


[Text] Determining Factors in the Creation of a Program of Statistical 
Surveys for 1983-1985 


Public opinion in our country is sore and gore interested in the results 

of statistical surveys, in particular those reflecting economic results of 
activity and the living standard of the people. This interest extends not 
only to survey results, but also to their reliability and credibility and 

to the advisability of conducting specific statistical surveys and related 
costs analyses. Hence, the guiding spirit in the development of a program 
of statistical studies for 1983-'985 was the rationalization of statistical 
information, both in terms of presentation and the costs of gathering this 


information. 


A law dated 26 February 1982, on state statistics, has allowed us to increase 
our rationalization of the process of gathering statistical information. The 
law places the problems of star‘tsticai surveys, the reporting duties of units 
and GUS tasks within the framework of economic reforn. 


The law introduces a broadened concept of state statistics that currently 
embraces not only statistics organized directly by the state statistics 
apparatus, but Likewise those gathered by authorized state organs-~-chief, 
central and local. Thus, state statistics is to be a uniform, integrated 
information system defining the socioeconomic state of the country. Depending 
upon who enforces the reporting duties, state statistics encompasses two 
elements: /central statistics/ (with GUS enforcing reporting duties) and 
/ministerial statistics/ (with the appropriate state organ enforcing reporting 
duties, having gained GUS approval). The distribution of tasks between central 
and ministerial statistics and the proper assignment of questions in both 

of these departments, and particularly ensuring that the subject matter of 
surveys is not repeated, is a major problem for the organization of statistical 


surveys. 
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/The elimination of the middle level of management (associations) [zjednoczenia] 
and a change in the functions of economic ministries/ has led to a real 
“revolution” in the procedure for gathering statistical data. Formerly, 
associations were a basic element in the generation of statistical data. 

Much of the reporting operated within the so-called “ministerial circuit”; 
associations received reports from the enterprises under them, thus generating 
collective data, and sent this data on to ministries and, in many cases, 

to GUS as well. The ministries generated collective data on the basis of 

the reports they received from the associations. The Central Office of Statis- 
tics received processed and aggregated data from the ministries; the cognitive 
value of this data was very limited. 


For several years, GUS has been making more and more extensive use of the 
so-called “local circuit,” in which the basic unit (the enterprise) sends 
reports to the voivodship office of statistics, where the data is processed 
and then sent on to GUS. This type of circuit was used very extensively 

in 1982. This is related to the elimination of associations in particular. 
To a certain extent it may be said that the elimination of this middle level 
of management imposed upon the statistical apparatus the task of assuming 
its former duties in the area of aggregating statistical data generated in 
basic units. This was a difficult task and it is already apparert that the 
statistical apparatus has performed this task. 


The assumption by state statistical units of the task of aggregating data 
emanating from basic levels (enterprises) creates a tremendous opportunity 

for improving the quality of statistical data. Since the statistical apparatus 
has at its disposal detailed reports from the basic level, it is possible 

to present the statistical data in various, more detailed systems that are 

not only restricted to territorial and sector systems, but include subsector- 


branch systems. 


In the context of the previously described statistical reporting circuit, 
the following question arises: What are the powers of the particular levels 
of management in the area of gathering and processing statistical data? 


Enterprises are not restricted with regard to the scope of the data they 
collect on their own activity. However, in presenting data outside the enter- 
prise, they must make use of the code, the classifications and the nomenclature 
that ensure the uniform treatment of data on the national level. 


Associations [zrzeszenia] may gather from associated enterprises the data 

that serves the purposes of the cooperation of these enterprises within the 
framework of the given association. The Association Council is preparing 

a resolution on this matter. On the other hand, the association is not an 
element obliged to send statistical data to the statistical apparatus, to 

the ministry or to the local authorities. The ministries may collect statisti- 
cal data from the enterprises that operate in sectors (subsectors) under 

their jurisdiction, but first they must obtain approval for this from GUS. 
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The “monopolization”™ of much statistical information by GUS cuts off the 
ministries from the information before it is processed by GUS. This imposes 
new and substantial tasks upon the statistical apparatus in the area of making 
processed statistical information available. These reports are supplied 

by the statistical apparatus to the central and local organs of the state 
authorities, to the ministries, associations, social organizations and the 
like as: publications, comparative studies,compilations of tables, direct 
hard copies and information stored in computers. 


The definition of the areas of statistical surveys of central and ministerial 
statistics /is taking place in a multiyear program of statistical surveys,/ 
which is a requirement included in the new law on state statistics. The 
programs of statistical surveys created to date have embraced only surveys 
conducted by statistics organs. /At present, the program of statistical 
surveys encompasses all of state statistics, i.e., studies done by the statis- 
tical apparatus and ministerial studies as well./ This ensures that the 
particular subjects will be treated uniformly, helps eliminate repetition 

and aids the pinpointing of unstudied areas. The Council for Socioeconomic 
Information Systems Affairs, likewise included in the law on state statistics, 
acts as an organ for giving opinions and making recommendations in the creation 
of the statistical surveys program. The draft of a law on a statistical 
surveys program that is passed by the council is submitted by the chairman 

of GUS to the Council of Ministers, which gives its opinion and then submits 
it for deliberation before the Sejm. 


The Procedure and Problems Associated with Creating a Statistical Surveys 
Program 


A program of state statistical surveys for 1983-1985 has been created for 
the first time in accordance with the procedure outlined in the law. 


The point of departure was the definition by GUS branch departments of the 

scope of planned statistical surveys within the framework of central statistics. 
A packet of reporting forms to be used for 1983 was made available to ministries 
and central institutions. On this basis, they set up proposals of subject 
matter for the statistical surveys program within the scope of their ministerial 
reporting, and then sent this to the GUS Coordinating Department. 





With regard to these proposals, there has been a marked tendency to collect 
statistical information at the ministerial level according to the needs of 

the centralized model of national economic management. More than once the 
ministries proposed that the broad scope of surveys be maintained, although 
this is not always warranted by needs and does not take into account the 
possibilities of processing the data within the framework of the given ministry 
(because of the lack of a middle level in processing). 


In order to establish a rational scope of statistical surveys and the appropriate 
proposals for central and ministerial statistics, in August and September 1982 
consultative meetings were held that had been organized by the GUS Coordinating 
Department Participants included ministerial representatives and the approp- 
riate GUS branch department representatives in terms of subject matter. 
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As a statistical surveys program was prepared during these meetings, the 

following tasks were outlined: 

--to establish the scope of statistical surveys in the particular subject 
groups, specifying this scope for central and ministerial statistics, ensuring 
that the given survey area would be assigned to only one statistical element 
(so that the same survey would not be repeated in central and ministerial 
statistics), 

--to eliminate unnecessary surveys from ministerial reporting by using para- 
metric management as projected by the economic reforn, 

--to survey whether all socioeconomic phenomena have been reflected in the 


program of surveys. 


In the course of conversations, it has been discovered that not all tasks 
have been implemented successfully. 


The economic reform is being conducted under difficult, crisis conditions 
and temporarily the means of production are being rationed in some fields. 
Thus, it is recognized that there is a need to ensure that some detailed 
surveys be done in ministerial reporting. 


In some cases, where the arguments of ministerial representatives were not 
convincing, some subjects were considered to be questionable. These subjects 
were left to be decided by the GUS management and by the Council for Socio- 
economic Information Systems Affairs. 


Sometimes ministerial representatives were not authorized to make decisions 
about the scope of the surveys program. This made it difficult to give 
a final form to the program for the given ministerial sector. 


Nor was GUS fully prepared for the adjustment in the shape of the surveys 
program. In assuming the functions of an information center in the area 

of socioeconomic problems (in accordance with the law on state statistics) 

and in conducting basic surveys in this area, at the time of the creation 

of the program of state statistics surveys, GUS should have ready a detailed 
plan of information processing. This plan should include profiles of the 

data being processed, the dates by which it will be made available and the 

forms of its availability. Unfortunately, none of these elements were discussed 


with the ministries. 


The first draft surveys program resulted from discussions on proposed subjects 
in which GUS departments and ministries took part. The thematic structure 

of this program was determined according to a classification prepared by 

the SPIS [School of Planning and Statistics] Research-Development Center 

for the needs of the surveys program. 


This classification introduces a new subject structure into the surveys program, 
which prefers a product [goods and services] approach to the area of statistical 
surveys. The previous surveys program structure coincided essentially with 

the informational areas of particular GUS departments. 
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The structure of subject groups in the classification adopted for the current 
program of surveys is the following: 

Ol. Production and services, 

02. Costs and prices, 

03. Finances and credits, 

04. Investments and fixed assets, 

OS Materials and energy management, 

06. Internal goods turnover, 

O07. Foreign trade and economic relations with foreign countries, 

08. Employment, wages and emoluments and working conditions, 

09. Demographic processes, 

10. The living conditions of the population, 

ll. Science, research and development work and technological progress, 

12. Education, culture, health protection, tourism and sports, 

13. Natural resources and their use and protection of the natural environment, 
14. Municipal and housing management, 

15. The administration of justice, 

16. The organizational structure of the national economy, 

17. Other topics not noted previously. 


The following information was provided for the particular detailed topics: 

-The survey topic and a summary of the basic information (the survey product 
[goods and services]), 

-~Frequency, 

-Units embraced by the survey (defining the organizational unit [plant and 
equipment] scope of the survey), 

-The more important groups appearing in exit studies, 

~The unit conducting the survey. 


The final point requires some clarification. GUS is named as the unit con- 
ducting the survey, when it was done within the framework of central statistics; 
the ministry is named as the unit conducting the survey in a ministerial 
survey. Where GUS and a given ministry are both named, this does not mean 

that the same surveys were repeated. It may mean, however, that the ministry 

is doing more detailed processing of the data or another level of units 

is subject to a ministerial survey. 


A draft program of statistical surveys prepared according to this structure 

was submitted for discussion by group I for statistical surveys program affairs 
of the Council for Socioeconomic Information Systems Affairs. At the same 
time, this draft was sent to the ministries and central institutions who 


took part in perfecting it. 


A second version of the draft program of statistical surveys arose on the 
basis of recommendations made in the discussion in group I of the council 
and remarks reiterated by the ministries in conjunction with GUS branch depart- 


ments. 


This version did not include topics that aroused serious reservations regarding 
the advisability and rationality of their implementation under conditions 

of economic reform and changes in the organization of the national economy, 
particularly in light of the costs of conducting these surveys. 
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The second version of the draft statistical surveys program, with a separate 
list of subjects about which there are reservations, will be submitted for 
assessment by the GUS management and the C uncil for Socioeconomic Information 
Systems Affairs. Decisions will be made on these questionable subjects. 


The statistical surveys program for 1983-1985 will be the confirmational basis 
of both central and ministerial reporting in 1983. 


Undoubtedly, this program still has a number of weaknesses, but while it 
is not perfect, it does represent progress by comparison with the previous 
situation. It requires the ministries and central institutions to adapt 
to new conditions, resulting primarily from the lack of information from 
basic units in ministries and central institutions. 


This program imposes on the state statistical apparatus the difficult task 

of processing large volumes of raw data, in conjunction with the introduction 
of the “local circuit” of reporting. What makes this task particularly diffi- 
cult is the shortage of processing equipment and alsoits technical state. 


A second, equally difficult task confronting GUS and its local organs is 

that of ensuring ministries, central institutions, local organs and other 
units the indispensable and appropriate statistical data that will be available 
from the statistical apparatus alone, as the sole institution in Poland. 


New National Accounts System 
Warsaw WIADOMOSCI STATYSTYCZNE in Polish No 1, Jan 83 pp 3-4 


[Article by Kazimierz Antonik, GUS [Central Office of Statistics] Department 
of National Economic Balances and Prices] 


[Text] Within the framework of statistical surveys for 1983-1985, work 
related to preparing and perfecting the balance-sheets of the national economy 
will have vital significance. This work will focus on three major questions: 
--continuing the work done previously in the area of national economic balances, 
--improving the methodology for calculating national economic balances based 
on the changes emanating from the introduction of economic reform and the 
changes in managing the national economy, 
-~-embarking on organizing a successive, one-time survey of technical-economic 
interdependencies between subsectors of the national economy. 


Within the framework of the first direction of work, calculations of the basic 
balances of the national economy will be continued. These include: the 
balance of generating and distributing the gross product and the national 
income, the balance of inter-subsector input-output, the balance of personal 
monetary earnings and expenses, the balance of the private, nonfarm economy, 
the balance of the entire picture of economic activity and the state financial 


balance. 
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/The balance-sheet of the generation and dist::\™.tion of the gross product 
and the national income and the balance-sheet  < ‘vate monetary earnings 
and expenses will be prepared for the period of a year and the first half 
of the surveyed year, while the remaining balances will be drawn up for periods 


of a year./ 


The data on the generation and distribution of the national income will be 
calculated both in current prices and in the constant prices adopted for 
the 1981-1985 pereiod. The average prices for an ll-month period in 1982 
(February through December) will be used as constant prices. These will 
be defined in publications as 1982 prices. 


One of the most urgent tasks will be to revaluate in constant prices the 

data from the balance-sheets on the generation and distribution of the gross 
product and the national income for 1980-1981. This will result in a different 
growth rate of the national income than has been published to date. Other 
balances will be prepared solely on the basis of current prices. 


The changes that have been introduced into national economic management and 
planning and the implementation of economic reform are causing a greater 
requirement for statistical data in an economic structure than in an organiza- 
tional structure, as was formerly the case. /Hence the role of the inter- 
subsector input-output balance ‘ta the national economy is growing./ The 
preparation of this balance will require a great work output in GUS and the 
improved adaptation of reporting for this purpose. 


In the current Polish economic situation, there is a very great need on the 
part of the respective institutions for data on private earnings and the 

ways these earnings are spent. Since the importance of this is realized, 
/reports on private monetary income and expenses and the consumption of material 
good and nonmaterial services by people both based on personal earnings and 

out of public funds will be expanded./ Under present conditions, it is vital 

to know what part of consumption is financed out of private earnings and 

what part is financed by public funds. For this reason, statistical reports 
that contain data on monetary services and services in kind rendered without 
equivalence by the state to the people, to satisfy private needs, will be 
continued and expanded. Calculations will also be made of the ratio of private 


farm to private nonfarm earnings. 


In order to get a better picture of outlays and the results of economic activity, 
as in the past, we will prepare balances of the nonfarm, nonsocialized economy 


and a state financial balance. 


It is envisaged in the surveys program that /a balance of the entire picture 

of economic activity will be prepared for periods of one year. This balance 
will be drawn up according to a method similar to SNA (in UN terminology. 

System of National Accounts)./ This system is used by market economy countries. 
The balance for the entire picture of economic activity is made up of the 
generation and distribution of gross worth and the added value of material 


goods and nonmaterial services. 


The fundamental difference between the MPS system (in UN terminology, the 
Material Product System), used in countries that have a centrally-planned 
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economy (this includes Poland), znd the SNA system is based on their differing 
definition of the production sphere. 


The MPS system defines the production sphere as material production, or the 
production of products, energy and services known as material services (repairs, 
warehousing, transport, communications, trade and others). The difference 
between material and nonmaterial services is not identical in all countries 

that use MPS as a result of the conventional line of division of services 

in two categories. Generally speaking, MPS concentrates on examining economic 
activity primarily within the framework of the material production spher-; 
activity outside the material production sphere is treated as an aggregate 
requiring the indispensable reconciliation in the disposition of the generated 
material product. In the SNA system, the sphere of nonmaterial activity that 
embraces nonmaterial services for production units, private citizens and society 
per se (housing services, education, health protection, culture, sports and 
tourism, the services of banks and other financial institutions, administration, 
national defense, the judicial system and the like) is treated as activity 
generating new worth, i.e., as production activity. Thus, activity within 

the framework of the nonmaterial production sphere is compared in detail for 
branches and subsectors that are classified separately in the national economy, 
and a full accounting is made of both material and nonmaterial production costs. 


The preparation of the balance of the entire picture of activity 2¢cording 
to an SNA-type method will enable a more thorough analysis of the processes 


occurring in the national economy. 


In conjunction with the need to follow and define price trends in the national 
economy and to establish fairly precisely the volume and growth rate of collec- 
tive economic categories, such as gross production, net production, the national 
income, gross product, consumption and capital accumulation, in constant prices, 
/we should prepare a systematic (annual) balance-sheet of price changes./ 

The greater thoroughness of these efforts will demand that the following 
improvements be made: 

--an estimate must be made of the effects of producer price changes and changes 
in ultimate consumer prices according to the directions of disposition and 
sources from which goods and services derive, 

--a conversion of domestic and foreign trade margins from current prices to 
constant prices, 

--the calculation of the real volume of investment outlays and construction- 
installation production and of the price change index of the value of the 
sale of domestic transport and communications services and of international 
transport, 

--the calculation of the gross worth, costs and added value in current and 
constant prices of nonmaterial services in the area of education and upbringing 


and health protection and social care. 


Work will also continue on the factors of the production increase treated 
as an aggregate, similar to the previously discussed balances of the national 
economy. This will enable an analysis of such factors as: production--the 


employee--property. 


113 














It is expected that the results of the statistical surveys will be published 
in the various statistical publications, including: ROCZNIK STATYSTYCZNY, 
ROCZNIK DOCHODU NARODOWEGO, press and other communiques and reports for official 


use. 


From 1983 to 1985, it will necessary to resolve many methodological problems 
and to incorporate these solutions into the practical calculations of national 
economic balances. This includes introducing a new classification (the so- 
called enterprise methods) into calculations of the national income, increasing 
the role of enterprise methods in computing national economic balances and 
taking into consideration the solutions used in the economic reform when 
calculating gross product and national income (e.g., granting concessions 

to enterprises that are not part of the “Trade” sector for conducting foreign 
trade and introducing into the computation of the national income updated 
amortization deductions of fixed assets). 


It is expected that /the next one-time survey of the technical-economic inter- 
dependence between subsectors of the national economy will be conducted during 
the first part of the next five-year plav./ This survey will make it possible 
to compare many variants of the inter-subsector input-output balance that 
differ in the method of evaluating data and in the way that the balance treats 
imported material goods, as well as in the degree to which the data is aggregated. 
The preparation of many variants of the national economic balance in the 

form of inter-subsector input-output tables and data on workers, work time 

and assets will enable us to utilize survey results primarily to develop 

the application of mathematical-econometric methods, and in particular analyses 
of inter-subsector input-output in economic planning and also for work in 

the field of macroeconomic analyses based on systems of the factors that 

make up the resource- and monetary-intensiveness of production and the effective- 


ness of the production elements involved. 


Despite the fact that the survey period seems a long way off, in the very 
near future we must begin organizational-methodological work related to the 
one-time survey of inter-subsector input-output. It is expected that the 
organization and methodology of the survey will be similar to that of the 
previous inter-subsector input-output survey for 1977.* 





See: K. Antonik, “1977 Inter-subsector Input-Output (A General Characterization 
of the Study of the Technical-Economic Interdependence Between Sectors of 
the National Economy for 1977)” in WIADOMOSCI STATYSTYCZNE, No ll, 1979. 
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Fixed Assets Revaluation 


Warsaw WIADOMOSCI STATYSTYCZNE in Polish No 1, Jan 83 pp 19-23 


[Article by Jerzy Radecki, GUS Department for the Means of Production and 
Finances] 


[Text] Council of Ministers Resolution No 213/81, dated 14 October 1981, 
concerning the updating of the value of fixed assets in the national economy, 
is one of the fundamental legal documents underlying the implementation of 
the economic reform, and particularly the new economic-financial systea. 
Both in economic reform proposals and in the course of discussion on these 
proposals, it has been demanded that the value of the fixed assets recorded 
in the files of socialized units be made realistic. 


The Objective of Revaluation 


The surveys conducted by GUS to date on the state, the income and outlays 

and the level of usage of fixed assets of socialized enterprises, according 

to the various price levels included in enterprise files, encompass: 

--the value of fixed assets predating 1 January 1961 (established as a result 
of a general inventory and revaluation in 1 July 1960 prices) found in 
all units then in operation according to the principles of self-financing, 
required to calculate amortization (with the exception of agricultural 
production cooperatives and agricultural circles); 

--the value of fixed assets acquired from 1961-1965 and priced at the obligatory 
prices during this period, i.e., taking into consideration the discounts 
on cost-estimate prices for construction projects, amounting to 2 percent 
by comparison with July 1960 cost-estimate prices, as well as the price 
corrections (reductions) for some consstruction machinery and means of 
transport ; 

—the value of fixed assets acquired from 1966-1970 in the current prices 
obligatory for that period, taking into consideration both the price increases 
and reductions made with the intention of regulating the level of profitability 
in the particular branches manufacturing capital goods, which cased an 
increase in the prices of construction projects (the discounts were done 
away with) of about 10 percent and an official reduction in the prices 
of machinery and equipment (machinery consumers, especially those using 
atypical and certified machinery, pointed out at the time that their prices 
were considerably higher than the level given in price lists); 

--the value of fixed assets acquired from 1971-1975 in the current prices 
obligatory during that period, higher than the prices for the previous 
period by about 12 percent (as established by the NPSG [National Socioeconomic 
Plan] balancing), and 21 percent higher than the prices for the previous 
period according to the assessment of experts; 

--the value of fixed assets in the current prices obligatory since 1976, 
on the average 15 percent higher than the prices for the previous period 
and significantly higher as a result of the increases after 1980. 
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In budgetary units, the value of fixed assets predating 1961 (they were not 
included in inventorying and revaluation at that time) remains in the accounting 
files in current purchase prices, with a conversion factor of 2.5 applied 

to the fixed asset recorded in the books in prewar zlotys or Occupation marks. 
Since 1961, the level of prices for the purchase of fixed assets in budgetary 
units has not differed from the level of prices in enterprises. 


The growing divergence between price levels of fixed assets purchased during 

different periods, at present made up of the value of the fixed asset recorded 

in the files and the current prices for renovating fixed assets causes: 

--the deformation of amortization cost accounting, and in turn of enterprise 
capital accumulation and profitability (enterprises that have a larger 
share of older fixed assets as a rule have shown higher indexes of profit- 
ability and productivity of fixed assets than enterprises in the same branch 
having at their disposal new production facilities emanating from investments 
made in recent years); 

--reduced amortization and consequently a reduction in the accumulated funds 
designated for renovating fixed assets; 

--the deformation of the accounting of the effectiveness of decisions made 
in the area of modernizing or replacing facilities; 

--the lack of potential for establishing the proper cost accounting of social 
services in the area of health, education, culture and the like; 

--the deformation of the accounting of national assets where the value of 
fixed assets within the national economy is concerned (it is estimated 
that the value of fixed assets in the socialized economy as given in files 
and statistics was 50 percent lower in 1980 than in 1978 prices, and amortiza- 
tion was approximately 33 percent lower; at the same time, these figures 
converted to 1982 prices are still further deformed). 


At the same time, it should be emphasized that the revaluation of fixed assets 
may give rise to such secondary negative phenomena as: 
--a relative reduction in the net amount of national income given the increased 
amortization (in the event of repair) of the amortization rates currently 
in effect, 
--the pressure toward price increases, if they are established directly 
on the basis of costs and investment outlays resulting from setting up 
a realistic base for assessing the amount of allotments. 


However, with regard to this significant lack of updating in files of the 

worth of fixed assets, several times during the past decade the advisability 

as well as the material and organizational-unit [plant and equipment] scope 

of revaluating these assets have been discussed. It is an overwhelming fact 
that making cost effectiveness data realistic (as noted previously) is a condi- 
tion for improving management efficiency, particularly under reform conditions. 


[he prices of capital goods have risen approximately three-fold. Keeping 
amortization at its prior levei reduces considerably the possibility of properly 
renovating fixed assets in the economy. In the future this may produce unfavor- 
able consequences for many years in many fields of the economy, creating a 

threat to the decapitalization of property and consequently a decline in products 
and services,which also would impact negatively on the level of consumption. 
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Figure l. 
Key: 
l. Fixed Assets 16. 
2. Amortization Allowances 
3. Prime Production Costs 17. 
4. Sale Value 18. 
5. Financial Capital Accumulation 19. 
6. Budget 20. 
7. Turnover Tax 21. 
8. Budgetary Subsidies 22. 
9. Compensatory Differences in 23. 
Prices and Foreign Trade 
10. Balance of Extraordinary 24. 
Profits and Losses 25. 
ll. Financial Result 26. 
12. Profit 
13. Loss 27. 
14. Income Tax 
15. Reserve Fund (10 Percent of 


Profit) 
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Fixed Assets Amortization and Enterprise Funds and Budgetary Clearance 


PFAZ [State Vocational Activization 
Fund ] 

Profit for Distribution 

Financing of Losses 

Development Fund 

Repayment of Investment Credits 
Financing of Working Capital 
Financing of Investments 

Outlays for Technical-Economic 
Progress 

Workforce Fund 

Individual Awards and Bonuses 
Replenishment of the Plant Social 
and Housing Fund 

Additional Financing of Funds 
Through the Reserve Fund Surplus 
Amounting to More Than 2 Percent 
of Enterprise Costs 

















At present, the amortization fund is so depleted that even with a radical 
restriction on the level of investments, there is a shortage of funds for 
financing investment activity. It is estimated that in 1983 the shortage 

of funds to finance investments will reach 150 billion zlotys, with anticipated 
investment outlays in the socialized economy set at 580 billion zlotys. 
Similarly, with regard to enterprise investments (primarily renovation invest- 
ments), it is estimated that only 20 percent of the volume of outlays «estimated 
for these investments in 1983 will be able to be finalized using enterprise 
funds, i.e., through amortization and part of profits. Figure 1 shows the 
interdependence between the amortization of fixed assets and enterprise funds 


and their liability to the state budget. 


If enterprises were not able to increase amortization, the share of credits 
in renovation outlays would continue to rise, which is an undesirable phenomenon. 
It is estimated that at present insufficient funds are designated for renovation 
investments, and this phenomenon could continue to worsen if enterprises 

did not have the necessary funds available. Thus, revaluation is indispensable 
from the viewpoint of the need to set in order and direct enterprise investment 


activity as well. 


The fixed assets of economic units operating according to the principles of 
self-financing (with the exception of housing units and public facilities) are 
agortized according to the principles and rates defined in Resolution No 95 

of the Council of Ministers, dated 27 April 1979. These principles stipulate 

that: 

--amortization, based on the initial value of facilities, is calculated 
regularly in subsequent years, i.e., without interruption during the renova- 
tion period or a period of temporary withdrawal from use (the actual number 
of shifts is not taken into consideration), 

--amortization continues to be calculated in the event of the liquidation 
(the sale) of a facility before it is fully amortized but stops if a fully 
amortized item remiins in service (facilities recognized by the appropriate 
minister to be permanently inoperative, i.e., for more than 6 months, are 


not amortized). 


There are 17 amortization rates (50 percent, 33 percent, 25 percent etc.), 
applied to specific aggregates in the generic classification of fixed assets. 
The rates are uniform, regardless of the economic sector and branch, and 
their application is compulsory. For technically or economically justified 
reasons, some rates may be increased or decreased (in specially warranted cases). 


In accordance with a law dated 26 February 1982, on the financial management 

of state enterprises (DZIENNIK USTAW No 7), amortization replenishes the 
enterprise development fund, but part of 1982 and 1983 amortization is directed 
into the budget. The following are the average current amortization rates: 
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Table 1. Current Average Amortization Rates 


























Ps National Economy Industry 
Item Percentage Number of Years Percentage Number of Years 
of Service of Service 
Total 4.7 21 5 7 18 
Buildings and Structures 1.6 60 2.5 40 
Machinery and Equipment 8.3 12 8.1 12 
Means of Transport 9.8 10 11.1 9 


Amortization encumbers enterprise costs, and according to GUS data for 1961, 
the share of amortization in industrial enterprises was 4.4 percent, while 

it was 3.8 percent in construction enterprises and 10.8 percent in transport 
and communications. During the first half of 1982, this share declined, e.g., 
to 2.6 percent in industry. This emanates from an increase in the share of 
other costs elements (materials, wages) along with the stabilization of 
amortization allowances. It is expected that after revaluation is done, 

the share of amortization will increase accordingly. 


RM [Council of Ministers] Resolution No 213/81, discussed previously, stipulated 
(section 5, paragraph 3) that the results of revaluation (valuation) of the 

worth of fixed assets should be introduced into accounting files /1 January 1983/. 
On the other hand, enterprise results as of 31 December 1983 should be debited 
fer the value of amortization allowances for 1983, calculated according to 

the new value of fixed assets as of 31 December 1983. 


In conjunction with this resolution, enterprises, when establishing the prices 
of their products for 1983, should have taken into account the cost increases 
due to this already in 1982, although since they did not know the impact 

of this costs element on prices (revaluation was completed on 31 March 1982), 
this could not be done in a controlled fashion. Also of importance here 

is the anticipated increase in amortization (about 2.7-fold) that was not 
taken into consideration when the previously noted RM resolution was passed, 
An estimate of the effects of the revaluation of the worth of fixed assets 
in the socialized economy conducted on the basis of 1979 data showed that 

the value of fixed assets would increase by about 47 percent and amortization 
would increase by about 37 percent. As pointed out previously, the results 
of a trial revaluation are changing fundamentally the expected effects on 
this account for the entire national economy. 


Given this situation, it was proposed that the new amortization systea take 
/effect beginning 1 January 1984/. RM Resolution No 234, dated 15 November 1982, 
which amends the previously noted RM Resolution No 213/81 in this area, changes 
section 5, paragraph 3 to the following: 
"3. The results of revaluation (valuation) of the value of fixed assets 
should be introduced in accounting files /beginning 31 December 1983/ 
and in economic units where the fiscal year is observed, on/30 June 1984/. 
Amortizection allowances for 1983 (fiscal year 1983/84) are calculated 
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on the basis of the value of the fixed asset before revaluation according 
to the former principles and amortization rates.” 


With regard to the possibility of neutralizing the impact of increased 
amortization in 1984 on the national economy and on the financial management 
of particular enterprises, discussions are taking place currently on the 
various possibilities for resolving this problem and thi issue most certainly 


will be further elucidated. 


At present it must be stressed that even if enterprises have at their disposal! 
amortization that is three-fold higher, the real value of these assets will 
not increase, since their purchase value is already three-fold lower due 

to the corresponding increase in the prices of capital goods. 


With the previously noted RM Resolution No 234, item 2 of section 2, para- 
graph 2 of RM Resolution No 213/81 was annulled. This item stipulated that 
equipment imported from states in the II payments area [capitalist countries] 
and placed into service after | January 1976 should be excluded from the 
revaluation. The decision in this area is justified by the fact that, given 
te change in the dollar rate of exchange from 55 zlotys to 85 zlotys made 
on 1 January 1982, not including this group of fixed assets in the revaluation 
would contradict the demand for making realistic the value of assets on 

1 January 1983. On the other hand, when Resolution No 213 was passed, a 
decision had not yet been made on changing the rate of the dollar, and the 
transaction prices of this machinery (following the energy crisis), increased 
by the tariff, were already quite high, exceeding considerably the prices 

of domestically produced machinery. 


The Method of Revaluation 


The selection of a revaluation method is decisive for the accuracy of the 
results obtained from the revaluation, the costs, labor-intensiveness and 

time limit of the revaluation. The revaluation may be conducted by the /price- 
list method or the indexing wethod/. The price-list method, used in Poland 

in 1961, in the USSR in 1972 and in Bulgaria in 1974, is based on the revaluation 
of assets according to detailed price lists that contain the prices of all 
types of machinery and self-contained buildings and structural elements. 

The valuation of all fixed assets, using individually established prices 
appropriate for the given item, enables standardizing the worth of similar 
facilities on the national level, regardless of the date and source of purchase 
(domestic production, import) or the method of their production (serial or 
atypical production) and it =akes possible taking into account the technical 
obsolescence of facilitive in the price. 


The major drawback of this method is its tremendous labor-intensiveness and 
cost, both in the preparation stage (the need to establish prices for all 
equipment, e.g., for machinery exclusively from import or for atypical machinery 
and to print price lists in large quantities and to distribute them among 

all consumers) and during the actual revaluation (the need to involve technical 
personnel in this work to identify facilities and arrange them according 

















to the proper prices). The lack of proportion between labor output and costs 
and the permanency of revaluation results (given significant price changes) 
must also be emphasized. 


For this reason, it has been determined that the revaluation will be /done 

by the indexing method/ similar to the revaluation done in 1976 in Yugoslavia 

and Czechoslovakia. It should be stressed that under current economic conditions, 
the only available choices were either not to do a revaluation at all or 

to do it by the less costly method, even if this meant a certain margin of 


error. 


The indexing method is based upon the revaluation of the accounting-file 

value of a fixed asset and its amortization using the indexes of the different 
price changes for particular aggregates and the year they were purchased. 

An advantage of the indexing method is its simplicity, as well as the low 
cost (financial services conduct the revaluation in basic units and there 

is no need for printed price lists). A disadvantage of this method is the 
difficulty of establishing precisely the revaluation indexes, due to the 
unavailability of sufficiently reliable price statistics for past years and 
the fact that while it is possible to obtain updated, improved values for 
fixed assets in the aggregate, this is not necessarily possible for particular 


items. 





In accordance with the provisions of RM Resolution No 213, the updating of 

the value of fixed assets will be done by the indexing method according to 
their state of repair on 1 January 1983. The updating will convert the prices 
that were compulsory when the equipment was purchased to the renovation prices 
compulsory on 1 January 1983. 


The ministries that are the chief producers of a given kind of machinery, 
together with the employees of the enterprises, i.e., the direct producers 

of machinery contained in a given branch's price list, were obliged to prepare 
drafts of indexing factors of the vaiue of machinery (equipment) and means 


of transport. 


The basis for the preparation of the drafts of indexes for converting the 

value of machinery and equipment was: 

--the price lists and other documents specifying the prices of the types 
of machinery produced within a given branch and having the same purpcse, 
which prices were in effect successively from 1961 to 1981; 

--the pricirg decisions, the guidelines on the establishment of prices or 
the calculation of (contract) prices with reference to the given kinds 
of machinery (equipment) beginning in 1982; 

--the guidelines of the Central Office of Statistics (approved by interested 
parties) specifying the methods of selecting representatives, the detailed 
indexes, the way of operating in atypical cases and the method of establishing 


summary pricing indexes. 


For this purpose, at the end of last year, 40 working groups were appointed, 
made up of the producers (primarily enterprise representatives) of about 
830 given types of machinery and equipment, and this work was completed in 


May 1982. 
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The indexes for converting the value of construction facilities (for buildings 
and structural elements) were prepared primarily by GUS based on lists of 
conversion factors set up by the Ministry of Construction and the Building 
Materials Industry for converting cost estimates and for invoicing construction- 


installation work given price changes. 


Within the framework of preparations for conducting a revaluation of fixed 
assets, GUS made a trial revaluation of fixed assets in selected basic units 
utilizing fixed assets In the selection of representatives for the trial 
revaluation, enterprises from all the basic subsectors of material production 
having a structure typical fixed assets structure for the given subsector 


of the national economy were utilized. 


The purpose of the trial revaluation was to verify the conversion indexes, 
to check organizational assumptions and to gather data on the extent of the 
increase in the value of the existing stock of fixed assets as a result of 


the price reforn, 


If the full survey (in all socialized units) confirms the results of the 

trial revaluation, we should expect an increase in the gross value of fixed 
assets in industry about 3.3-fold, and about a 2.7-fold increase in amortization 
(the lower index for amortization than for gross value emanates from the 

fact that fixed assets with a low level of amortization, e.g., buildings 

and structural elements have a large share in the fixed assets structure). 


It is expected that this increase will fluctuate from 2.9-fold to 3.8-fold 
in the particular groups of industrial subsectors. A still greater difference 
will occur in particular enterprises or types of fixed assets used in industry. 


In construction enterprises, the value of fixed assets may grow about three- 
fold, and in farm enterprises it may grow even four-fold. 


The Organizational-Unit [Plant and Equipment] and Product [Goods and Services] 
Scope of the Evaluation 


In executing the provisions of RM Resolution No 213, GUS embarked upon the 
preparation and implementation of a revaluation of fixed assets throughout 


the national economy. 


With regard to the scope and the method of conducting the revaluation, this 

plan has had no precedent in practice to date in Poland. Recall that the 

general inventory of fixed assets in i961 included only all state and cooperative 
enterprises operating according to a self-financing system and obliged to 

figure amortization allowances on the value of fixed assets Fixed assets 

in budgetary units and in the nonsocialized economy were not included in 

the general inventory. The value of fixed assets for these units was estimated. 


Current efforts aim at the proper valuation of fixed assets used in the material 


production sphere (in socialized enterprises included in particular sectors 
of the national economy) and in the inventorying and revaluation of the fixed 
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assets of budgetary units (using the indexes discussed above and revaluation 
tables for facilities predating 1961) and at an estimated revaluation of 
fixed assets in the nonsocialized economy. Thus, the foundations have been 
created for preparing a full accounting of fixed assets. 


The scope and subject matter of this project requires a tremendous effort, 
both in the preparatory stage, as the revaluation is being conducted and 
during the processing of results. This affects both the organizers of the 
study (the preparation of methodological assumptions, the printing and dis- 
tribution of instructions and forms, the training of individuals making the 
revaluation, the supervision of the revaluation work and the gathering of 
data and processing of results) and socialized units (more than 50,000) in 
which there are frequently several thousand fixed assets to be inventoried. 


Buildings and structural elements, machinery and technical equipment, means 
of transport and land reclamation are subject to revaluation or valuation. 


The following are excluded from the revaluation: 

--facilities with a standard period of utilization of less than 5 years, 

--tools, instruments, personal property and equipment (eight generic groups 
of fixed assets), whose value is about 5 percent of the value of all items, 
making the revaluation less labor-intensive, 

--historical and museum values in facilities of a historical nature, 


--perennial plantings. 


The actual revaluation was preceded by the inventorying and updating of 

the files of fixed assets and nondurable goods in use by units of the socialized 
economy, according to their state on 31 December 1982 (Order No 41 of the 
Ministry of Finances on this matter, dated 28 June 1982 appeared in the Official 
Register of the Ministry of Finances No 8, 19 July 1982). 


The work done by the employees of socialized units during the second half 
of 1982 has the purpose of creating the proper bases for valuation and revalua- 
tion, in particular: 
--the completion, updating and eventual arranging of the data contained 
in the files of the particular facilities with regard to fixed assets, 
--a comparison of the fixed assets file with the actual state of fixed assets 
through the making of a list of kinds and the elimination and resolving 


of shortages and surpluses, 
--the calculation of amortization on every item (in units that did not calculate 


amortization previously). 


At the same time, budgetary units (budgetary institutions and the like), in 
the course of inventorying fixed assets predating 1961, will establish the 
technical and utilization parameters of facilities, i.e., the indispensable 
data for calculating the value of these fixed assets on 1 January 1961 in 

1 August 1960 prices (based on the valuation tables issued by GUS as a rider 
to the order on the principles and procedure for conducting the updating 

of the value of fixed assets and for reporting on the revaluation results). 
This value will be the basis of the revaluation at the 1 January 1983 price 


level. 
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Organization Assumptions 


Council of Ministers Resolution No 213, dated 14 October 1981, concerning 
the updating of the value of fixed assets, obliges the chairman of GUS to 
conduct this survey, together with the participation of the interested minis- 


tries. 


At the same time, the chairman of GUS has appointed an Interministerial Commis- 
sion for Revaluating the Value of Fixed Assets and has ordered the directors 

of the particular ministries and central offices and the voivodship governors 
and mayors of voivodship-level cities to appoint the plenipotentiaries respon- 
sible for the entire complex of issues related to the updating of the value 


of fixed assets. 


The orders and forms regarding the results of the revaluation have already 

been supplied to basic units (by voivodship statistical offices), and during 

the period of November-December 1982, a training session was conducted for 

the representatives of essentially all socialized units (about 51,000 socialized 


units). 


In conjunction with this, in order to prepare the necessary number of teachers, 
two specialized training sessions were conducted for several days to train 

WUS [Voivodship Office of Statistics] employees who would conduct the revalua- 
tion. These training sessions had the purpose of familiarizing them in detail 
with revaluation matters, with the principles of processing reports resulting 
from the revaluation and with issues related to prepe-ations for conducting 

the corresponding training for basic voivodship units obliged to conduct 

the revaluation of fixed assets. The training sessions included 130 WUS 


employees and 10 GUS employees. 


The training sessions concluded at the end of 1982 and were conducted in 
630 one-day, intensive teaching sessions separately for budgetary units and 
enterprises in the material production sphere. 


WUS offices organized the training sessions through the cooperation of voivod- 
ship plenfpotentiaries (city mayors) for issues of revaluating fixed assets. 
The meetings with voivodship governors’ plenipotentiaries (city mayors) and 
ministerial plenipotentiaries on the issue of establishing the principles 

of cooperation with GUS and WUS took place in November 1982. 


WUS and GUS employees, as well as specialists from other units, including 
the Association of Accountants, acted as the lecturers for training sessions. 


For the purpose of resolving current problems arising during the course of 
training, the GUS Departments of the Means of Production and Finances organized 
an information service whose task is the current elucidation of gray areas 

and the providing of answers to the questions of instructors, and moreover 

the issuing within short time intervals (four issues appeared in November) 

of editorial information in the form of a handbook (questions and answers 

to problems sent to all instructors and ministerial and voivodship plenipo- 


tentiaries). 
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The basic accounting tasks related to the revaluation in basic units will 

be executed in February and March 1983, and then the corresponding reports 

will be submitted to the appropriate territorial voivodship statistics offices 
(budgetary units will conduct the revaluation by end of May 1983). The 

ensuring of the regularity of the revaluation and the entering of the revaluation 
into the books of socialized units will be done by expert accountants as 

they audit 1983 balances. 


Following the completion and preliminary check of reports in WUS, the actual 
process of processing the data will be begun by GUS computer centers assisted 
by voivodship statistics offices. It is envisaged that the preliminary results 
of the revaluation will be processed (with regard to socialized enterprises) 
from July-August 1983 structured by sectors, subsectors and branches of the 
national economy and according to the groups of fixed assets, and the final 
results will be ready at the end of the year or at the beginning of 1984. 


The preliminary results of the revaluation will be able to be used in work 
on the 1984 plan and can be used to calculate eventual changes in the currently 


effective amortization rataes. 


In the interim, GUS will make an estimated valuation of fixed assets in the 
nonsocialized economy This will enable the establishment of the state of 
fixed assets in the national economy according to the prices in effect on 

1 January 1983. 


At the same time, GUS is embarking upon work aimed at conducting (beginning 
in 1984) the regular updating of the value of fixed assets both on the scale 
of the entire national economy and in its particular units. The updating 

of the value of fixed assets will be conducted based on the system of price 
indexes worked out for the particular kinds of fixed assets. 


In conclusion, we must emphasize the importance of the survey for systemic 
solutions within Poland, the enormity of the tasks that have already been 
completed and of those that await statistical offices in 1983. Special recog- 
nition should be given to the employees of voivodship statistical offices 

who are working on the revaluation, since it is only thanks to their commitment 
and dedication that we can train so many thousands of representatives of 
reporting units and print, collect, check and process so many complex reports. 
The preliminary and final results are being processed by the Computer Center 
[OE] in Warsaw, with the help of local OE's. 
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POLAND 


DEPUTY MINISTER DISCUSSES SOIL TYPES, IMPACT ON PRODUCTION 
Warsaw CHLOPSKA DROGA in Polish 3-6 Apr 83 Special Supplement pp 1-9,14,15 


/Article by Feliks Piotrowski: "Biological Factors in Increasing Productior. 
in Agriculture--Farmer, Soil, Plant..."/ 


/Text/ CHLOPSKA DROGA representative, Feliks Piotrowski, 

talks with Henryk Burczyk, Doctor of Agricultural Sciences 

and Poland's deputy minister of agriculture. 
/Questiorn/ In agriculture, one begins with the soil: its composition, 
condition, crop-yielding capacity. Neither the soil quality nor its 
condition remain fixed elements, unaffected by man and his husbandry 
practices. What therefore should a farmer know about soil and what must 
he do in his work to steadily and systematically improve the quality of 
soil in Poland and insure maximum crop yields? 


/Answer/ Well, soil may appear to be dead matter but it actually is inhabited 
by an inexhaustible number of microorganisms in a composite of decomposing 
postharvest residue and manure. This is to say: the richer these micro- 
organic activities, the higher the crop yields. That is why, apart from 
liming and fertilizing, it is of great importance to have the soil enriched 
with orgaric substances. Manure is a rich source of organic substances. 
Unfortunately, however, not every farm can produce enough manure. Farms 

with surplus straw may use it to increase the orgemic content of the soil, 

if the straw is supplemented by nitrogen fertilization. The nitrogen is 
necessary, because the use of straw, as a result of the rapid growth of 
nitrogen-absorbing microorganisms, may temporarily deplete the soil of 
nitrogen. The postharvest residue, especially that left from the perennial 
papilionoceous and grass crops, is another rich source of organic substances. 
For example, the plowed-under remnants left after a harvest of, say, a 3-year 
crop of alfalfa plus other grasses crops, leave the soil organic content equal 
to what the same soil would be if it were treated with a good measure of top- 
quality manure. Thus every supplementary crop, winter second erop and stubble 
crop, not only adds to the farm's fodder supply but also helps to improve the 
soil culture, enriches the biology of the soil, and makes it more fertile. 
What I have said may sound obvious but unfortunately is not always practiced. 
It is, for instance, necessary to ensure that farmers are always supplied well 
in advance with suitable seeds. 
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/Question/ How do we stand with the seed supply this year? 


/Answer/ This year we have an ample supply of papilionaceous crop seeds, 
grass seeds... 


/Question/ Including seeds appropriate for light soils? 


/Answer/ Yes, including these. Last year we had a good crop of lupine, field 
peas, sunflower, and winter and spring vetch seeds. 


/Question/ What would you consider worthwhile or necessary to say at this 
time on the use of green manure in improving the quality of light soils? 


/Answer/ The Ministry of Agriculture does not promote the cu!tivation of 
crops for the purpose of having them plowed under. Today, that would be too 
costly. In our opinion, the green tops should be used as fodder. 
Occasionally, however, it may be advisable when working with poor-quality 
soils to do just that--to sew, say, lupine and have it plowed under. The 
next step would be to plant potatoes and then to have the potato field sown 
with rye and finally to turn this acreage into a crop-producing area... 


/Question/ In that case the procedure would be justified from an economic 
point of view as well as from the point of view of agricultural engineering, 


or wouldn't it? 
/Answer/ It certainly would. 


/Question/ Which crops should be grown on what soils and at what ratios to 
make sure that the top soil productivity is maintained while at the same time 


meeting the interests of the food economy? 


/Answer/ Basically the question boils down to determining what the proper 
ratio of grain crops to other crops is in order to optimize the crop yields 
and guard against soil depletion. Generally speaking, from the point of 
view of agricultural engineering, the ratios are as follows. In the case 
of compact, naturally fertile soils, grain crops may take up as much as 70 
percent of the entire crop harvested from the area; in the case of lighter 
soils the grain ratio is slightly over 50 percent. When the crop ratios are 
well structured and sound cultivation of soil which is rich in organic matter 
and effective mineral fertilization are followed, it is possible to achieve 
top grain and nongrain crop yields. This is backed by the yield figures 
obtained from farmers known for their good farming practices. What crop is 
to be grown has to be decided by the farmer since he is the best judge of 
his own fields and soils. The thing is that he should keep his eyes open to 
what is done by those whose results are better than his. 


/Question/ As you know, there are grains and there are grains. There are 
wheat and rye, oats and barley, winter and spring varieties... 


/Answer/ Well, for compact soils there is no rival to winter wheat. However, 
our “wheat” soil acreage is not large. Therefore, farmers working light soils 
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in the western section of Poland are recommended to plant high-yield 
winter barley, especially in view of the fact that with certain barley 
varieties the yield rate equals that of wheat. 


/Question/ Some farmers feel reluctant to take their chances with winter 
barley because of its poor frost resistance. 


/Answer/ In western Poland the risk of losing the barley crop from frost is 
no higher than that of losing winter wheat, and yet wheat is a common crop in 
the area. In farming there are hardly any risk-free operations... 


/Question/ Is there anything you would like to mention or remind us of 
concerning rye and other grain crops? 


/Answer/ A dominant crop, rye continues to account for an overwhelmingly 
large area under cultivation in this country... 


/Question/ You wish to imply that we have to reconcile ourselves to accept 
low crop yields, don’t you? But nowadays many farmers obtain as much as 40 
quintals of rye per hectare or even more than that. And this is more than 


the nation's average grain crop yield? 


/Answer/ Undoubtedly, rye is not an unsurpassable barrier in our efforts to 
increase grain yields in this country. One simply has to learn to grow rye 
crops. Despite appearances, rye is not an easy crop to grow. A lot depends 
on whether or not the year is propitious for rye growing. As far as spring 
grain varieties are conce ned, the choice is quite simple. What is the 
preferred choice on the comparatively good, drained soils, and oats, on wet, 
poorly drained soils. However, a mixed oats and barley crop may be 
preferable. When the weather is bad for barley, it favors oats. In any 
case, there is always high probability of getting better crop yields with 
mixed than with one-species crop varieties sown separately. In a situation 
where the weather favors both grain species, crop yields are abundant indeed. 
What I have said so far about grain crops in general boils down to the best 
choice of grains and available conditions. Let me impress on you once again 
what I have said before. No one can determine for a farmer what the crop 
ratio or grain crop ratio should be. The farmer knows best what the optimum 
crop yield on his soil is, under his specific conditions. He merely needs to 
be provided with seed grain of appropriate species and varieties. 


/Question/ Considering all the problems faced nowadays by sugar beet farming, 
what is your commentary on the ratio of this crop in the overall crop structure 
and what is its importance in increasing soil fertility and in increasing the 


farms’ fodder supply? 


/Answer/ Sugar beets are not only a commercial crop, i.e. sugar. The sugar 
beet is also a high-yield fodder crop. Sugar beet yields as much as a leaf 
crop as a4 root crop. It can and should be grown as a fodder crop and a grain 
substitute not only in specialized milk-producing farms but also in livestock 
farms, especially those with access to drying facilities. In a good crop 
yield, sugar beets provide between 100 and 120 quintals of dry matter per 
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hectare. What other crop can compete with that our conditions: In Belgiun, 
for example, 30 percent of the sugar-beet crop is for fodder... 


/Question/ Nevertheless, the sugar beet is a crop favored by the better, 
more compact soils. What would you recommend for other soils? 


/Answer/ If a farmer has an option to plant potatoes under the government's 
purchase guarantee policy, he obviously should plant either table or 
commercial varieties. As far as fodder crops are concerned, let us consider 
what would be his best choice: potatoes or fodder beets? With the potato 
crop yield of 400 quintals, no other crop could possibly compete with it. 
However, when the yield drops down to half of that or even less, potatoes 
lose out to fodder beets, which grow well on "potato" soil, make an 
excellent silage fodder, and in addition cut down on steaming. 


/Question/ Is there anything to be said for corn? 


/Answer/ The truth about corn is that any farmer who works light soils and 
therefore has no meadows is faced with the problem of getting enough material 
for his silage fodder. Unless he grows corn intended for silage, he finds it 
difficult to run his farm in an intensive and effective manner. In this 
situation corn is the key to increasing his cattle stock. Corn increases 
his fodder supply and ensures an increase in his young livestock. 


/Question/ The importance of a well-balanced crop ratio can hardly be 
overestimated. This is a powerful means toward optimizing crop yields. 
What can be said about varieties under this aspect? 


/Answer/ It is clear that well-considered changes in crop species and, as a 
result, changes in the crop structure will increase productivity expressed by 
crop yield increases much more than simply making changes in varieties of a 
given species. In the case of shifting from one species to another (for 
example, replacing rye in good localities with wheat or replacing rye with 
winter barley in good localities or using a grain mixture instead of spring 
barley and oats separately, etc.), the shift can--on the sheer strength of 
such a change--make a difference of a 10 to 19 quintals per hectare. In the 
case of shifting from one variety to another within the same species, an 
increase in crop yields will in general be somewhat less. 


Nevertheless, even a shift from one variety to another may provide a huge 
potential increase in crop yields. We have very good wheat varieties which, 
when grown in good localities yield 60 to 70 quintals per hectare. We have 
good rye varieties. It should be kept in mind, however, that because of 
cross-pollination, this grain rapidly degenerates and requires frequent 
replacement of sowing material. There are good spring barley varieties, 

as well as good varieties. A farmer should select the most suitable grain 
varieties in view of his own conditions. 


There are many potato varieties, raMging from late to very early, from low-to 
high-starch and from commercial and general-purpose to table varieties. A 
lot to choose from. What would be the best choice? As in the case of 








industry, high-starch potato varieties make the best fodder. Livestock 
needs starch and not water! There is a lack of high-starch varieties, but 
they are reproduced slowly and are far from being generally available to 
farmers. But a farmer should look for these varieties, and he should be 
helped in his search. He should be encouraged to shift to high-starch 


potato varieties. 


/Question/ And finally there remains the question of rapeseed varieties 
which should be fast growing, nmomerucic and nonbitter. What are the 
possibilities in this case? 


/Answer/ Rapeseed is our only vegetable oil crop and therefore virtually 
indispensable. We are currently trying to introduce low- and non-erucic 
rapeseed varieties, imported from France and West Germany. In the fall we 
could plant our entire rapeseed acreage with new varieties. However, we 
will retain small arcas of high-erucic rapeseed in the Olzstyn, Suwalki, and 
Bialystol Provinces where they are grown for the detergent industry, which 
requires erucic acid... 


It may well be added that our breeding work continues in regard to a completely 
non-bitter rapeseed variety raised by the Institute of Plant Cultivation and 
Acclimatization (IHAC); this is a completely non-bitter variety. This 
“double-zero”" variety was hitherto unavailable even in West Europe. The 
problem is that at this time the variety cannot yet be widely propagated 

on account of its relatively poor yield rate. This needs to be improved 


by the breeders. 


/Question/ The importance of biological factors in increasing crop yields can 
hardly be overestimated. Some of these have been mentioned above. These 
factors, however, do not make agriculture any less dependent on its technical 


and material backing by industry, or do they? 


/Answer/ Of course, they do not. Considerable and lasting progress in 
agriculture may be achieved only though mutually supplementing and 
supporting biological factors affecting crop yield increases (all those 
which stem from the very nature of agriculture and are dependent primarily 
on the farmers) and the technological means of production (which have to be 


provided by industry)... 


What I have said above concerning the field crop output is equally true for 
the meadows and pasture land, livestock breeding, and for agriculture as a 


whole. 
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